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NO TURNING ASIDE 


N March 10 the President sent to the Congress two re- 
ports of the National Resources Planning Board, pro- 
posing fundamental changes in our economic system. 

According to the Associated Press, document No, 1 “weighs 
about 544 pounds... presenting more than 400,000 words 
and ninety-one tables.” _ Document No. 2 has eighty-one 
pages, with 50,000 words.” 

At present it is enough to say of these reports, that they 
are weighty and verbose. Leaving to an appropriate time 
the consideration of whatever merits these reports may con- 
tain, it must be said that the presentation of them to Con- 
gress now cannot be regarded otherwise than as most un- 
fortunate. President Roosevelt has wisely said that he be- 
lieved in putting first things first. Here we have a re- 
versal of this principle. For the first thing all of us have 
to bear in mind is the winning of the war. On this problem 
all our thoughts, all our energies, must be centered. We 
have neither time nor strength to be consumed in dealing 
with future considerations about which we can at present 
know nothing. 

The United Nations have not as yet won victories de- 
cisive enough to warrant their excursion into untried and 
perhaps utopian economic fields. Furthermore, presenta- 
tion of these plans now will surely bring forth endless and 
futile discussions, and perhaps wrangling that will work to 
the advantage of our enemies. It cannot be expected that 
anything like unity of opinion will prevail regarding such 
radical proposals. But there is one objective on which we 
all can unite—the early and complete overthrow of our 
enemies. That is the job right in front of us, and we should 
permit nothing to turn us aside from that purpose. 
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Without engaging in the fruitless discussion of the pro- 
posals contained in these reports, it may be said of plans ~ 
in general, that they attack the problem from the wrong © 
point. ‘They would impose reforms from above, without — 
first having conditioned the individuals composing society 
to receive them. It has been well said that there can he 
no greater mistake than to give to people something that 
they are not prepared to receive. 

A perfect plan for the complete regeneration of human 
society was given the world nearly two thousand years ago 
by a Gallilee Workman. It is known as the Sermon on the 
Mount. This plan has never been tried; though it em- 
bodies the only dependable hope of a lasting peace. 


Early Experience with Price Fixing 


UR effort to keep down prices had its counterpart in 
an edict put forth in the reign of the Roman Emperor 
Diocletian in the year 303 A. D. This edict put a 

maximum value on oil, salt, honey, butchers’ meat, poultry, 
game, fish, vegetables, fruits, the wages of laborers and 
artisans, schoolmasters and orators, clothes, skins, boots and 
shoes, harness, timber, corn and wine and beer. 

In a note to Gibbon’s “Decline and Fall of the Roman 
Empire” this opinion is expressed as to the wisdom of the 
Emperor’s edict: 

“The whole edict is perhaps the most gigantic effort 
of a blind though well intentioned despotism to control that 
which is and ought to be beyond the regulation of the govern- 
ment.” 

This opinion is subject to the qualification of what 
should be done in time of war, and its reproduction must 
not be taken as a criticism of what our country is doing 
to prevent an inordinate increase of prices ase to a special 
set of circumstances. 

Some surprise may be expr essed at the aitcent to regu- 
late the wages of “orators,” for in this country we do not — 
pay wages to orators, at least not directly. “We reward 
them with political office, oratory being among the requisite, 
if not the first, qualifications for that distinction. 
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At a later period, the Emperor Julian, in an effort to 
appease the complaints of high prices at Antioch. “enacted 
that in a time of scarcity it [wheat] should be sold at a price 
which had seldom been known in the most plentiful years; 
and that his own example might strengthen the laws, he 
sent into the market four hundred and twenty-two thousand 
measures. .. . The consequences might have been foreseen, 
and were soon: felt. The imperial wheat was purchased 
by the rich merchants; the proprietors of land, or of corn, 
withheld from the city the accustomed supply; and the small 
quantities that appeared in the market were secretly sold 
at an advanced and illegal price.” (Gibbon). 

Jn this connection it may be observed that had the Em- 
peror resorted to rationing, and had provided his subjects 
with red and blue stamps, this would have made possible a 
more equitable distribution of the wheat his bounty had 
furnished. Evidently, he experienced some of the same dif- 
ficulties incident to price regulation in these times. 


Indications Worth Watching 


E are in a swelling era, when everything seems to be 
getting bigger and higger, except the size of one’s 
dollar, which seems to be subject to continual shrink- 

ing. Statistics showing a very moderate rise in the cost 
of living are unconvincing to those who go to the market 
and find many articles that rather recently have gone up 
by 50 or even 100 per cent. 

The money in circulation has grown quite rapidly and 
to a point not be looked at without some concern. 

Bank deposits and assets are at an all-time high and 
are still expanding. 

. There is a rather significant performance going on in 
the stock market. After being quiet for a long time, ignor- 
ing large net earnings of the leading corporations, now when 
net earnings, owing to heavy taxation, are going down, 
the market suddenly becomes active and the trading in shares 
(laily reaches into a million and more. ‘This may be inter- 
preted not so much as an investors’ as a speculators’ market, 
and is indicative of what dealers and the public regard as 
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what has already :resulted from the degree of inflation which 
has taken place. 

Our big public debt and mounting deficits are not to be 
looked at lightly. And there are some political activities 
not particularly reassuring. 

We shall get on with the job of helping win the war; 
but even in time of war, prudence and caution, reasonably 
exercised, are commendable. 


Uncle Sam Overdraws 


UR venerable and beloved Uncle has trouble enough 
on his shoulders in these times. It may be ungen- 
erous,, possibly even unpatriotic, further to vex the 

old gentleman with aspersions against his character. And 
yet, if newspaper reports are to be credited (and who is 
bold enough to deny anything put down in clear print), 
he has been guilty of an act, which in the case of the ordinary 
citizen would be considered improper, if not worse. 

These reports state that our Uncle, being like many 
common people, temporarily short of funds, overdrew his 
account with the Federal Reserve by some $500,000,000— 
a step taken in anticipation of heavy receipts from income 
taxes on and after March 15. 

The common man in overdrawing has hopes that ex- 
pected receipts will soon cover his deficit; but, unlike the 
‘Treasury, his hopes are not based upon a certainty. It need 
hardly be said that if, under the circumstances, the Treasury 
did overdraw, its action is not subject to question. 

British banks do not regard overdrafts with quite the 
same degree of horror that they are looked upon by our 
banks. In fact, it is quite customary to provide for what 
are called “secured overdrafts.” But bank overdrafts here 
are in effect unsecured loans, something the banks quite 
properly do not look on with favor. 
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Business Development for 


Community Banks 


By ERWIN O. MEEH 


Assistant Cashier, The Irvington National Bank, 
Irvington, N. J. 


In scope this article covers the functions considered neces- 
sary for the development of new business from present customers 
and prospective patrons of a community bank. Although most 
of the material herein discussed may be applied to financial 
institutions of any size, the purpose of this article is to provide 
a program for commercial banks in smaller communities which 
do not consider themselves large enough to employ agencies and 
experts to direct their new business activities, but which are in a 
position to assign one of their staff to give his entire time if neces- 
sary to conduct the various phases of a business development pro- 
gram. This material was originally prepared as a thesis for the 
Graduate School of Banking conducted by the American Bankers 
Association. 


I 
THE BUSINESS DEVELOPMENT MANAGER 


His Qualifications—The proper selection of a manager 
for the business development program is of considerable 
importance.. He must be public relations minded. He 
must possess or have the ability to develop a working knowl- 
edge of the subjects of advertising and publicity. He should 
know how to employ and train personnel. A _ pleasing 
personality and the ability to get along with people are in- 
valuable assets. He should have a thorough knowledge 
of his institution and its policies. An official title with rea- 
sonable authority will eliminate many handicaps. Above 
all he must possess initiative and creative ability. There are 
many pressing matters to which the management of a bank 
must give constant attention. There are the problems of 
its investments, its loans, income and expense, operations, 
accounting, etc. However, these matters usually arise more 


1Bank Management (American Institute of Banking, New York), Chapter 
VII, Advertising and New Business. 
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or less in the natural course of events. Their attention is 
a necessary part of executive routine. They differ from 
the responsibilities relating to business development and ex- 
pansion in that the latter depends almost entirely on the 
management’s self-imposed attitude, its initiative, and its 
creative ability. A successful business promotion program 
demands the ma jor portion of the time and energy of som 
executive whose prime responsibility is the development of 
new business. : 

A business development manager must thoroughly un- 
derstand bank service.. He must know where the stock- © 
holders, the directors, and the entire bank staff fit into that 
service. He must be familiar in a broad way with the cost 
of rendering bank service and the amount of service which ~ 
can profitably be extended to the given customer. He can- — 
not become qualified in this direction by any training but — 
bank training. But bank training is only one essential of 
his equipment. Since his job is mainly planning and man- 
agement of sales efforts, he must be a salesman by training 
or experience, as well as by temperament and attitude of 
mind.” 


Preparing for the Job—This is a big order and it is 
suggested that it will be best filled by the appointment of 
a member of the bank staff as manager of the business de- 
velopment program. Assuming that he will have had little 
training or experience it is recommended that before he 
organize his program he read several good books on the sub- 
ject. These are available at the library of the American 
Bankers Association. He will also find it advantageous to 
call on his bank’s city correspondents for the benefit of their 
experience. They will be happy to explain the mechanics 
of their husiness development departments. 


Financial Advertisers Association Membership—The 
man in charge of any bank’s business development is like a 
battery charged with the responsibility of maintaining a high 
spirit of enthusiasm, loyalty, and interest in the bank. The 
best of batteries need recharging and the Financial Adver- 
tisers Association is one agency whereby he can add to his 


2Knapp, G. Prather, How Banks Increase Their Business (Rand McNally — 
& Co., New York, 1926), p. 2. q 
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Oil for the Tanks of Africa 


: arrive on the African Coast to pump life-blood into our armored 
force, planes, trucks—victors over the perils placed in their path. 

To build our tankers and other ships has been a major task for our ship- 
yards. One such large yard, for example, had to do a “wholesale” job in a 
hurry. Extensive financing to build ways quickly was a necessary part of that 
task. The Chase National Bank was contacted by one of its correspondents 
and the financing was quickly arranged—and oil for the tanks of Africa thereby 

, speeded. oe anf Deb ibans ww Oem f 

In this instance and under other similar circumstances from coast to coast, 

the Chase and other banks are actively helping producers to “deliver the goods” 


more quickly, more efficiently—when and where the fighting forces want them! 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
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power.® This is a non-profit co-operative organization which 3 
keeps its members informed on all the phases of a business 
development program. Available to its members are hun- ~ 


dreds of portfolios containing samples of the best efforts 


of the nation’s leading -advertisers. Through its monthly — 
“Bulletin” everything worthwhile that is going on in the 
field of public relations and business development is dis- 
cussed. This periodical also contains a pictorial review of 
current advertising copy. Once a year at the annual con- 
vention of the association its members exhibit thousands of 
pieces of their advertising for the purpose of exchanging 
ideas. Here they hear experts on various phases of business 
development as well as discuss their mutual problems among 
themselves. 


The Fruit of His Labors—Much of the work of the 
business department is sowing the seed of good-will. Some 
will fall by the wayside and never blossom into new business 
for the bank. Some may take considerable cultivation and 
patience before bringing results. But one thing is certain, 
the people of the community will be aware of the fact that the 
bank is a live and wide awake institution interested in the 
progress and welfare of its community. 


II 
PUBLIC RELATIONS 


What is Public Relations—Joseph M. Dodge, presi- 
dent of The Detroit Bank of Detroit, Michigan, in speak- 
ing at the fourth annual Arkansas Bankers Association’s 
seminar on “Selling Banking,” defined “Public Relations,” 
which he referred to as the customary term for sales effort 
in banking, as “‘the sum of all the impressions registered on 
the public, consciously and unconsciously, about a business 
and the people in it.” He said, “The foundation and ap- 
peal of good public relations is in good character, good in- 
tent, good performance, good manners, good people, and 
constructive service.”* 


3An advantage Your Public Relations Man Should Have (American Banker, 
New York, July 2, 1940), Editorial. : 


4Dodge, Joseph M., Selling Banking (American Banker, New York, August © 
21, 1941) p. 1. e 
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To a bank, public relations means the friendship of its 
community.’ Its field includes every factor that influences 
the attitude of the public toward the institution. A broad 
classification of these factors might be Staff Relations, Cus- 
tomer Relations, Advertising, Publicity and Selling, all 
working harmoniously together. A proper and effective 
public relations program is a continuous process—real and 
lasting benefit cannot come from spasmodic activity. A 
regular and constant effort must be made.® 


Public Relations Begins at Home—Public Relations, 
like charity, begins at home.‘ The first essential, therefore, 
in a public relations program, is that the entire bank man- 
agement from the directors down must be sold on the fact 
that the problem of public relations is an important one.* 
Complete co-operation of the bank staff is most necessary. 
This can be obtained only if a happy and satisfactory man- 
agement-personnel relationship exists. The fundamental 
basis of good public relations is good service, and you can’t 
render good service with a dissatisfied personnel.” ~» 


Someone has said, “Business goes where it is invited and 
stays where it is well treated.”"® Personality rules business 
today." Edgar Guest had this to say about the importance 
of kindly treatment in business: 


“The reason people pass one door 
To patronize another store 
Is not because the busier place 
Has better silks or gloves or lace; 


5Lyon, H. A., (Public Relations Manual, Financial Advertisers’ Associa- 
tion, Chicago), p. 100-6. 


6State Associations Public Relations Program, Ohio Bankers Association 
(Bulletin, Fnancial Advertisers Ass’n., Chicago, July, 1939), p. 371. 


THodgkins, Eric, The Problem of Bank Public Relations (Bankers Magazine, 
Cambridge, August, 1941), p. 162. 


8Ilg, Ray A., ((Public Relations Manual, Financial Advertisers Ass’n., 
Chicago), p. 200- 10. 


®Maxwell, Alva G., (Public Relations Manual, Financial Advertisers Ass’n., 
Chicago), p. 100. 


10Gail, Harry E., Public Relations, The Tent That Covers All Activity. 
(Bulletin, American "Institute of Banking, New York, July, 1938), p. 420. 


UWisehaupt Howard, Bible Still Best Business Guide in World (The Opti- 
mist, St. Louis, December, 1941), p. 5. 


THE BANKERS MAGAZINE for April, 1943 





It largely lies 

In pleasant words and smiling eyes; 
The true trade magnet, I believe, 

Is just the treatment folks receive.”!? 


Yes, public relations is good business, and it begins at 
home among the employees of any business enterprise.” A 
loan officer’s impatience with a prospective borrower can 
nullify the best “Money to Lend” advertisement ever writ- 
ten and rudeness or indifference on the part of a window em- 
ployee is a direct invitation for bitter ridicule from the bank’s 
customers."* The matter of ill-will does not depend on how 
many loan applications are turned down but on HOW they 
are turned down. A turn down can be a creation of GOOD- 
WILL instead of ill-will. It all depends on how it is ad- 


ministered.’® 


It is a mistake to think that a bank has a host of friends 
because it has a long list of depositors. Customers are not 
necessarily friends. Business with the most customers 
often has the most enemies. People may patronize a bank 
because of convenicence, etc., but at the same time they may 
damn it before their friends because of the way they are 
treated.”® 


Public Good-Will Necessary—Any industry which is 
helplessly dependent on public good-will, as is the banking 
industry, must constantly develop public favor.’ Public 
good-will is just as indispensable an asset for banking as 
good loans and investments." The creation and mainten- 
ance of public good-will for banking is rendered difficult be- 
cause a number of features in its operations seem to offend 
popular prejudices. It takes money to start and operate a 


12Kuhns, William R., Banks Have Sales Appeal (Banking, New York, 
‘April, 1941), p. 83. 

13Brown, Dale, New Methods For New Business (Bulletin, American Insti- 
tute of Banking, New York, July, 1940), p. 320. 

14Wells, Richard H., Bettering Public Relations (Bulletin, Fnancial Ad- 
vertisers Ass’n., Chicago, December, 1937), p. 83. 

15Glendining, George R., Undesirable Loans and Good-Will (Bulletin, Fi- 
_nancial Advertisers Ass’n., Chicago, June, 1939), p. 325. 

16Francisco, Don, Business Needs Friends (Bulletin, Financial Advertisers 
Ass’n., Chicago, February, 1941) p. 156. 

' 17Wells; (op. cit.), p. 83. 

18Public Relations for Banks, Study No. 4 (American Bankers Ass’n., New 
York, 1937), p. 5. 


THE BANKERS MAGAZINE for April 





bank. ‘The bank becomes the symbol, therefore of Money 
Power, proverbially an object of popular distrust and 
hatred."” The semi-public character of banking, and its his- 
toric vulnerability té6 popular sentiment and political attack, 
make it imperative that understanding of and attention to 
public attitude and reactions play a larger part in bank man- 
agement in the future than they have in the past.” 


The voice of protest from the American public is the 
voice to which politicians give heed.** ‘Therefore, since the 
extension or contraction of government banking activities 
is pretty much in the hands of the elected representatives of 
the people, it is important that the people’s opinion of bank- 
ing is favorable. Such opinion has proved a terrific force 
in past experience.” Public Opinion is the court of last 
appeal. If the facts are presented properly the court will 
be fair.” The House of Rockefeller was once the subject 
of suspicion and hatred, but under the guiding hand of pub- 
lic relations counsel, the attitude of the public was reversed. 
People now look upon the Rockefellers with respect and ad- 
miration for the work they are doing.** 


Henry Weaver of General Motors, in defining public 
relations said, ““Find out what the public likes and do more 
of it; also find out what the public does not like and do less 
of it.”**> ‘The banker should make his institution indispens- 
able to the community by offering all the new services de- 
signed to serve the “man on the street,” such as Personal 
Loans, Auto Loans, Small Checking Accounts, Club Ac- 
counts, etc. These services can be operated on a paying 
basis. People want services and they are willing td pay 
for them if the charges are properly explained. As a rule 
they don’t expect to get them for nothing. 


19Public Relations for Banks, Study No. 4 (American Bankers Ass’n., New 
York, 1937), p. 12. 


20[bid., p. 23 
21Gordon, Lewis F., Mass Opinion of Banks (Banking, New York, Septem- 
ber, 1936), p. 4. 


22Kryzsko S. J., Developing the Country’s Bank’s Public Relations Pro- 
gram (Thesis, Graduate School of Banking, New York, 1941), p. 17. 


28Reed, Preston E., Across The Desk (Bulletin, Financial Advertisers Ass’n., 
Chicago, June 1939), p. 360. 

24Bott, Thomas H., Jr., Winning Better Public Relations (Bulletin, Fn- 
nancial Advertisers Ass’n., Chicago, February, 1938), p. 195. 

Hodgins, (op. cit.), p. 162. 
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Role of Publicity and Advertising—If a bank’s public 
relations problems are solved and if public confidence is 
maintained, it will be because of (1) its record of per- 
formance, (2) the effectiveness of its interpretation.” Pub- 
licity is the technique by which the policies and actions of 
the bank are most effectively presented to the public.” John 
D. Rockefeller once said, ““Next to doing the right thing, the 
most improtant thing is to let the public know you are doing 
the right thing.”** Publicity can be had by buying news- 
paper or other media space to carry copy suggesting or 
inspiring favorable news concerning the bank or by creating 
news which will be printed without cost.” A public rela- 
tions mistake is made in announcing that some high powered 
executive has been hired to do a public relations job—this 
is serving notice on the public.**” Another mistake is boast- 
ing about the things the bank is doing for itself. It would 
be well to omit, not suppress, publicity releases on dividend 
payments, bonus payments, salary increases and the like. — 
It would be better to concentrate the bank’s publicity on the 
things it is doing to help the community. 


Outside Activities of Directors and Staff—The bank’s 
directors, officers and employees should keep the name of 
their institution prominently identified with the business and 
civic interests of the city by accepting their reasonable share 
of community responsibility. Their participation should in- 
clude active membership, committee assignments, and leader- 
ship in all local welfare organizations such as the Com- 
munity Chest, Red Cross, service clubs, etc. Someone in 
the bank should be available to answer requests from schools, 
parent-teacher associations and other groups for a speaker 
on banking subjects. Bank tours for school children should 


26Neal, Wm. H., Public Relations from the Viewpoint of the Trust 
Executive (Bulletin, Financial Advertisers Ass’n., Chicago, January, 1938), 
p. 131. 


27Hanna, Phil S., Public Relations Management by Publicity as Important 
as Selling (Bulletin, Financial Advertisers Ass’n., Chicago, August, 1937), 
p. 409. : 

28Forbes, B. C., Public Relations Through The Printed Word (Bulletin, 
Financial Advertisers Ass’n., Chicago, May, 1938), p. 313. 

29Cameron, W. J., (Bulletin, Financial Advertisers <Ass’n., Chicago, June, 
1937), p. 352. 


30Reed (op. cit.), p. 360. 
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be encouraged to instruct and develop the customers of to- 
morrow. 


More than a Local Job—A bank should not be content 
with selling only its own institution. Each bank is just 
a small part of the American banking system. It.is neces- 
sary to sell the public the entire banking profession. One 
way in which banks can help keep the public informed of 
what is taking place in the field of banking is by supplying 
complimentary subscriptions of banking journals to the pub- 
lic library and to the school libraries in its community. 

It is common comment among newspapermen that, now 
that banking is no longer under political attack and ap- 
pears to enjoy an increasing degree of public favor, bank- 
ers no longer are so zealous as they were in cultivating 
better public relations. ‘The old adage, “in time of peace 
prepare for war,” is particularly applicable to bank public 
relations. ‘The very peacefulness of the times should stimu- 
late rather than, lull the efforts of bankers along these lines 
for the simple reason that much more can be accomplished 
now than during the turmoil of a storm in preparing against 
its ill effects.” 


Ill 
STAFF RELATIONS 


Importance of Staff Relations—A bank’s largest single 
item of expense, and therefore most important investment, 
is in its personnel.** The usefulness of a bank to its com- 
munity depends not alone upon its financial resources, but 
also upon its human resources—upon intelligence, loyalty, 
and ambition of its staff members. In any business develop- 
ment program the cultivation of these men and women must 
be the first step.* 


Selection of Personnel—The origin of most of a bank’s 
personnel problems can be traced to its method of interview- 


31Public Relations for Banks, Study No. 3 (American Bankers Association, 
New York, 1937), p. 29. 

32Ilg, Ray A., Selecting and Developing Bank Personnel (Bulletin, Financial 
Advertisers Ass’n., Chicago, November, 1939), p. 74. 

33Building Business for Your Bank (American Bankers Ass’n., New York, 
1940), Preface, Study Course Unit No. 1. 
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ing and hiring new employees. If this were done wisely 
many future headaches would be eliminated. It is im- 
portant to know how to select a well-balanced staff. Men 
and women have different temperaments and are fitted for 
different work. It is necessary to find out what part of 
the work the employee fits in and get him or her into that 
job if they are to be retained. Some would never make 
good tellers, but they would make good bookkeepers. Some 
are methodical and are satisfied to plod along day by day 
and hold the job. Others are ambitious and cannot be held 
down to routine work. ‘They have in them the making of 
executives. Some like to study, others never will. Some 
quickly grasp the details of the job and understand what 
they are doing, and some are only animated machines, 


Starting. them off right—An applicant should be set 
straight right from the start. He should be given an operat- 
ing manual outlining his duties and the best method of ful- 
filling them. He should be told frankly what his chances 
of advancement are. Advancement should never be made 
on the basis of seniority but on merit only. A new em- 
ployee should understand that each job has a base and a 
maximum salary, and further increases in pay will not come 
because of length of service but only when he is advanced to 
a better position which pays a better salary. This definitely 
eliminates the embarrassing possibility of a veteran em- 
ployee earning a higher salary than a junior employee with 
a more responsible position. 

Advancements should certainly be made from the ranks 
when at all possible, but management should not hesitate 
to bring someone in from the outside when the material it 
needs definitely does not exist in the bank. One person in 
the bank should be responsible for the hiring, discharging, 
and the conduct of the personnel. Too many bosses con- 
fuse the employees. An organization chart showing the 
division of authority, responsibility, and duties of the entire 
staff should be in the hands of all employees. Properly in- 
terviewed, the quality, and character of an applicant can be 
pretty well judged. To be on the safe side, however, it is 
wise to put all new employees on a six months’ trial period. 
If the management or the employee himself feels that he 
doesn’t fit into the picture at the expiration of that trial 
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period, he would not be “discharged” but given the oppor- 
tunity of trying for something for which he is better fitted. 

The bank staff must thoroughly understand the policies 
and services of their bank; they should be sold on their bank 
and the way it conducts its business. Only with complete 
understanding of these policies and services on the part of 
the staff members can their enthusiastic support be enlisted.* 
If the top officials are indifferent, the employees will be cool. 
If they show enthusiasm, this attitude will carry down 
through to employees. Emerson said, “Every great achieve- 
ment of mankind has been a triumph of enthusiasm.” Once 
the good-will of a bank’s employees is in its possession, they 
will work for their institution automatically. 

The outstanding factor in the success of any bank is 
the recognition by its employees of their responsibility to 
interpret their institution to the-public. No matter what 
their job, they all have a part in making friends for the 
bank. Each one is, in a sense, a walking institutional ad- 
vertisement.” The first lesson which the new employee 
should learn and the first thing which the old employee must 
remember is, that the man who relly pays his salary and 
who is really the most important person in the bank is the 
customer who pushes open the front door.** . To him, the 
employee must remember to keep up his chin and smile. 
Because to him, the employee with whom he comes in daily 
contact, IS THE BANK.” 


Employee Meetings—Employee esprit de corps can be 
maintained by permitting the personnel to have a hand in 
working out their own problems. Meetings should be held 
at which the force can make constructive suggestions and 
criticisms concerning their everyday problems.” Plans 
which the employees have had a part in formulating will 
gain their support and are most likely to succeed. Properly 
~ 84Building Good-Will for a Bank (Bulletin, American Institute of Banking, 
New York, September, 1940), p. 15. 


35Hallett, C. W., Public Relations Begins at Home (Bulletin, Financial 
Advertisers Ass’n., Chicago, February, 1938), p. 193. 


36What Do Your Employees Answer? (American Banker New York, October 
16, 1940), Editorial. 


37Edwards, C. B., Dear Brother Tellers (Banking, New York, March, 1941), 
p. 24. 


38Sparks, Robert, Developing Employee Personality (Bulletin, Financial 
Advertisers Ass’n., Chicago, June, 1939), p. 328. 
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conducted employee meetings tend to knit a closer and hap- 
pier employee relationship, which is most necessary to any 
business development program. Meetings should be called 
at regular intervals so that the personnel can look forward 
to the dates.and not make any conflicting appointments. 
Called on short notice, a day may be picked when several 
of the staff already have previous engagements and con- 
sequently they will not be in a receptive mood and will not 
contribute or gain anything from such a meeting. Called 
on the spur of the moment, employees don’t participate as 
they might because, taken by surprise, they have no questions 
or topics for discussion prepared. 


Training—The future of chartered banking depends 
upon improved banking practices, and it follows clearly that 
the future practices depend upon better-informed, more in- 
telligent bankers. For this reason banks should renew and 
intensify their interest in improving and training their 
staffs.° The conference type of training is one of the most 
effective and least costly vehicles for the increase in both 
usefulness and the morale of employees. As the name im- 
plies, this method employs informal meetings at which em- 
ployees having the same problems gather to discuss them, 
exchange viewpoints, and formulate solutions.*° ‘To assist 
banks in training their staff members to take a more active 
part in building the business upon which their livelihood de- 
pends, the American Bankers Association has made avail- 
able a number of booklets and study courses covering a va- 
riety of subjects. A series of customer relations booklets 
entitled “Talk,” a textbook called “Constructive Customer 
Relations,” and a study course entitled “Building Business 
for Your Bank” are just a few which can be used profitably 
at staff meetings. 


Satisfied employees—lIt is often said that the best sales- 
man one can have is the satisfied employee. The hundreds 
of banks which are holding staff conferences to train their 
employees realize this." To sell goods, one must be 
~ “39Davis, Alden E., Education for Public Relations (Bulletin, American 
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to sell any of the new modernized and 

which are now being offered without fi Ni 
meeting of their employees to frankly an¥ 
every detail of those services.” If the bank 


suggest helpful banking services.” Much has been saltlaas 

the value and wisdom of staff conferences and meetings to 
promote the development of business. However, manage- 
ment must realize that it cannot get the most out of em- 
ployees by just holding pep meetings. Loyalty and good 
work must have a dollar and cents reward and a promise 
of security for the future.** An actor can always give a 
better performance if he has an appreciative audience. 
Similarly an employee will give better results if he is given 
a pat on the back or some other recognition for his efforts. 


Education—In addition, to educating and training the 
staff in the bank, all officers and employees should be en- 
couraged to take the standard and advanced American In- 
stitute of Banking courses. It would be well too for the 


bank to have a library in which banking periodicals, maga- 
zines, and books would be available to keep its staff con- 
stantly in touch with current banking subjects in relation 
to a changing world. 


From Director to Floorman—There are two people in 

_a bank organization who are sometimes overlooked in the 
business development program. They are the bank director 
and the floorman. The director usually has many connec- 
tions which can be of value both for new business and for 
the extension of good-will. He should never neglect an 
opportunity to mention his bank in his everyday business and 
social contracts. Above all he should patronize his own 
institution. He certainly cannot expect to bring in new 
business if he doesn’t use the bank’s services himself.*° It 
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would be helpful to the director if he would receive, period- 
ically, a review containing important information of the 
bank’s better customers and prospects. The floorman holds 
an important position in the bank too. It is essential that 
he be courteous, alert, and always present a well-groomed 
appearance. He gives many prospective customers their 
first impression of the bank. 


Personal Selling—To advertise for business and not 
have alert and salesminded officers and employees, consti- 
tutes a waste of advertising money and neglects the effective 
work that can be done by the bank staff.** Advertising 
can set the pace for employee service. It contains the 
promise that the bank staff will deliver the quality and 
quantity of service advertised. By posting and distribut- 
ing proofs of the bank’s current ads the employees will be 
challenged to measure up to the standards set forth in the 
advertisements.** Although advertising paves the way for 
new business, the actual sale is dependent on personal selling. 
A bank’s officers and other contact men can clinch the sale 
when an ad brings in a prospect or they can drive it away 
and waste the advertising effort. 


Developing “Esprit-de-Corps’—There are many meth- 
ods a business development manager can employ to create 
a happier employee relationship, such as picnics, outings, 
parties, and dinners. Softball, bowling, and other athletic 
events could be sponsored. Participation in civic affairs and — 
A. I. B., county, and state banking association functions 
should be encouraged. All these things help to make a 
happier bank “family.” An internal magazine or house: 
organ can improve the morale of an organization if it is 
conducted properly. It can keep co-workers acquainted 
with one another by the use of personals—not too personal. 
To insure reading, care must be taken to keep it interesting 
and to not let it develop into a medium for preaching to the 
staff. Intelligently edited it can be an efficient means of 
delivering timely and inspiring messages to the staff. In 
smaller institutions where the publication of a house organ 
would not be. practical, a bulletin board could answer the 
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same purpose. Copies of current advertising and clippings 
of the bank’s publicity should also be posted on the bulletin 
board to help keep the staff informed. In addition to the 
information coming to them via the bulletin board, officers 
should be kept posted on all important bank matters daily 
reading of carbon copies of correspondence, credit inter- 
views, and new business call reports as well as current bank- 
ing and economic “letters” or bulletins. 


Influence of Employees—There is no question that bank- 
ers have failed to realize until recent years the potential 
value of the vast army of bank employees in molding public 
opinion and developing new business for banks. Every 
bank employee must be acquainted with the services per- 
formed outside his particular cage or department, and he 
must know something about the relationship of the bank- 
ing system to the economic organization as a rule. It mat- 
ters not who the officers and the directors may be; to those 
customers who deal with him only, and in his own circle of 
friends and acquaintances, he represents the American bank- 
ing system. If he understands it and believes in it, he can- 
not fail to favorably influence those with whom he comes in > 
contact. 


IV 
CUSTOMER RELATIONS 


Satisfied Customers—Customers are a bank’s bread and 
butter. Every effort should be made to give them prompt, 
efficient, and courteous service in exchange for their patron- 
age. Bankers should not neglect their customer relations 
efforts just because they have an impressive list of depositors. 
Many customers may do business with the bank grudgingly 
and carry their accounts with it only because of convenience. 
At his first opportunity that kind of a customer will become 
a former depositor. A satisfied customer is the bank’s best 
advertisement. The institution whose officers and clerks 
naturally and continually are painstaking and obliging, and 
who cheerfully render intelligent and capable service, will 
seldom lose trade—indeed every customer of such a bank 


—. 
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is more than likely to be a volunteer drummer for “his” — 
institution.” 

Courteous treatment of a customer can be a tremendous 
source of profitable new business. He is always a prospect 
for new service. As a customer senses and appreciates im- 
proved attention and service on the part of the bank staff 
he cannot help but speak well of the institution to his friends, 
relatives, business associations and affiliations, organiza- 
tions, and employees. This active good-will is invaluable 
and means real profit. It will bring in new and keep old 
business.” 


Handling New Accounts—The first impression of a 
bank is always an important one, and it is here, at least at 
the new account desk, that a good salesman is needed to ex- 
plain not only the various services a bank has to offer, but 
to impress upon each depositor some of the policies under 
which the bank operates." Get the new depositor started 
off on the right foot and he will keep in step with you for a 
long time. It is good business to introduce new worth while 
depositors to the officers of the bank and to the tellers with 
whom they will do business. A follow-up letter of welcome 
from the president is effective. Everything should be done 
to make the new customer feel at home in the bank. 


Customer Services—A customer is interested primarily 
in good service and in his own welfare. There should be 
plenty of tellers for duty at all times. Nobody likes to 
wait in long lines. Banks located in congested areas should 
provide ample parking facilities. While it is desirable to 
have the customer visit the bank to transact his business 
because of the obvious benefits of rendering personal service, — 
a mail deposit system and a night depository should be made 
available for his convenience. Private booths should be 
provided in the safe deposit department. A customer 
doesn’t usually like to have his neighbor know his banking 
business. He might be embarrassed to apply for a personal 
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Joan at a desk labeled as such on the main floor in full view 
of the public. Such departments might do a more thriving 
business if properly screened or removed to a second floor or 
a private room. 


Getting Better Acquainted—lIt is human nature to like 
attention. Bank customers are no exception. ‘They ap- 
preciate and are often pleasantly surprised to discover that 
they are not just another name on the books but that their 
bank is interested in them. More intimate customer interest 
on the part of bankers by visiting their customer in his place 
of business is the best advertising program that an institution 
can possibly have,’ as it will bring greater returns for less 
money,” Banks with the proper facilities can build in- 
valuable customer good-will by displaying his products in 
their lobbies or windows. 

The bank and its staff, at every opportunity, should 
reciprocate the customer’s patronage by buying his products 
and the merchandise he has for sale. ‘There are many ways 
in which the staff can become better acquainted with the 
bank’s customers. Every officer, teller, and contact man 
should be identified in the bank with a name-plate. Cus- 
tomers like to know the names of the people with whom 
they are doing business. Likewise they want to be called 
by name; therefore, it is good for the staff to know as many 
customers by name as possible. Bankers should join the 
organizations to which their customers belong, eat lunch with 
them, and otherwise show an interest in their welfare. One 
way of doing this is to sponsor meetings on particular sub- 
jects of current interest, obtain experts on these subjects to 
speak, and invite customers—and prospects—as guests of 
the bank. A meeting on counterfeit detection, for instance, 
with an F. B. I. representative as speaker, would be of in- 
terest to merchants and others whose duties require them to 
handle money; a labor relations expert would probably be 
a welcome speaker for employers; manufacturers would 
appreciate a meeting at which they could learn something 
about defense contracts, etc. Meetings of this kind also 
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afford the banker the opportunity to help the customers 
become acquainted with one another. This may develop 
new friendships and profitable business contacts for them. 


Winning Customer's Favor—Good customer relations 
consists in knowing what to say and do and knowing when 
to say it. If the banker wants to interest others in his insti- 
tution and what he has to sell, he must first show that he is 
interested in them. No better way has yet been found to 
show his interest than by always being pleasant, gracious, 
enthusiastic, and ready to serve. When every banker knows 
when to talk, what to say, and how to say it; what to do, 
when to do it, and how to do it, the banks of America will 
have a better relations program.” 


V 
ADVERTISING 


“Advertising is to business what steam is to machinery— 
the grand propelling power.” 
—Lord Macaulay. 


What Advertising Accomplishes—Properly planned and 
executed, advertising provides the means whereby the bank 
‘an develop valuable public good-will; stimulate business 
that is dormant; sell profitable forms of service to otherwise 
unprofitable customers; and create a greater public de- 
mand for its counsel and services.” By keeping advertis- 
ing one step ahead of the bank’s progress, it becomes a major 
contributing factor to that progress. Advertising creates 
pride in the bank on the part of its officers and employees. 
It makes the entire organization conscious of its objectives 
and eager to reach those objectives.” 


Advertising definitely can establish a reputation; an in- 
tangible which cannot be traced overnight. It will create 
confidence in the audience appealed to and eventually builds 
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future business.** It is the most easily controlled and di- 
rected of all the important factors that influence public 
opinion. It reaches and influences more people than any- 
thing else except important news stories concerning an in- 
stitution.” 

Advertising is a selling mechanism.” The primary pur- 
pose of advertising, in a bank, is to sell the institution and 
its services to the public. No matter how good those services 
are, if they are not sold the bank will not progress. The 
best way for a bank to inform the public of the services it 
has to sell is to advertise. “Doing business without adver- 
tising is like winking at a girl in the dark. You know what 
you are doing but nobody else does.” 


Advertising Man’s Duties and Qualifications—In order 
for the man who is handling the bank’s advertising to deter- 
mine the merchandising policy of the bank, it is necessary 
that he keep in constant contact with the bank’s executive 
officers, and be able to sense, to a fine degree, their attitude 
with respect to public relationship and business extension.” 
To do a good selling job it is important that he know the 
products that he is attempting to sell. Therefore, it is highly 
important that he have a thorough working knowledge of 
his bank, its operating problems, its relationship to the com- 
munity, and the services and facilities which it has to offer. 
He must be careful, however, because of this technical knowl- 
edge, lest his advertising copy appeal only to his president, 
or whoever in the bank puts the final O. K. on his pro- 
motional material. He must keep in mind those whom he 
wants to read his ads, and address them in simple, straight- 
forward words which they will understand and which will 
create a desire to do business with his bank and use its 
services. 

He should fortify himself with a knowledge of the funda- 
mental principles of the mechanics of advertising. He 
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should know how to survey the potential market for a par- 
ticular service; how much to spend to get what he is after; 
and what media is best to employ to get it. He must follow 
through, on paper, an entire campaign, before he starts 
one to determine what effect the final results will have on 
the bank’s present services. It would be folly to advertise 
or promote a service which the bank was not adequately 
equipped to handle. For example, it would be foolish to 
put on a campaign for new Christmas Club accounts if the 
results would jam the lobby to the point where present 
business would leave because it couldn’t be served properly. 


Continuous Program Necessary—To be of value ad- 
vertising must be a continuous program. Wrigley’s philos- 
ophy is that while his is the largest selling of all chewing 
gums, he must keep up advertising lest the leadership po- 
sition he wrested from him. A circus may be old stuff, but 
millions of new Americans arrive in this country every year 
who have never seen an elephant; so the elephant is ad- 
vertised every year. Hundreds of new prospects who never 
heard of the bank, come into the market every year. The 
bank’s advertising must be kept up because its story is a 
new story to hundreds every year. It may be tiresome to 
put the same old argument into advertising copy but old 
reasons are brand new reasons to the new prospect.” Pros- 
pects become new customers, then regular customers, then 
old customers, and finally former customers. Banks sell 
services to a procession and not an audience. People move 
in and out of town. New people take on business responsi- 
bilities every day. Businessmen die and new blood takes 
their places. Even if the readers of the bank’s advertising 
did not change, everybody doesn’t buy the first time they 
read an ad.® 


Budget—“How must should be spent on advertising?” 
That question is a troublesome problem for many banks. 
Too many bankers are wont to look upon advertising as an 
expense rather than as a tool to be used in building the in- 
stitution. The same banker who will make a big invest- 
ment in “the best business corner in town” and “the finest 
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building in the county” and make sure that the bank has 
a good looking and not cheap letterhead and annual state- 
ment folder, will budget the institution’s annual advertising 
appropriation as though it were something that he wished 
he could get along without.** Advertising should be con- 
sidered as an investment and not as an expense.” Perhaps 
the best answer to “How much should be spent on adver- 
tising?” is, “Spend what you must to profitably accomplish 
what you are after.” 


Copy—lIf the business development manager possesses 
aptitude for preparing and writing advertising copy it is 
not necessary to employ an advertising agency to produce 
his newspaper ads and other promotional material. The 
local newspaper or printer and numerous electrotype serv- 
ices throughout the country can furnish him with suitable 
cuts to illustrate his copy. However, if his other duties do 
not permit him to devote sufficient time to turn out a good 
job, or if he is not gifted with the ability to write copy, it 
would be far better to employ outside help. ‘There are 
agencies available that specialize in financial advertising 
and there are advertising agencies that have special depart- 
ments organized to assist financial institutions. In addi- 
tion, there are numerous organizations offering syndicated 
newspaper mats and other material which may be used even 
by banks that ordinarily create their own promotional ma- 
terial. A notable example is the American Bankers Asso- 
ciation.“ Through the services of its advertising depart- 
ment it is equipped to supply to banks, from large city in- 
stitutions down to small farming community banks, posters, 
direct-by-mail material, newspaper advertisements and 
special campaign material aimed to assist them in building 
public understanding and attracting new business.” 


Employ Psychology—To advertise successfully it is im- 
portant to have a knowledge of simple psychology; to know 
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people, both masses and classes; to know how to appeal to 
their emotions and desires; and to be able to select and use 
words simply, effectively and persuasively, to translate 
the things the bank has to sell into something which the 
prospect might buy.” Over a period of time, how a bank 

says what it has to say is nead as important as what it says. 
Like good clothing, good copy is appropriate to its task. 
For formal affairs, it is dignified and quiet. For service 
announcements, it is crisp and’ newsy, saying much in little 
space. In explanation, it is clear and careful—above all, 
clear. Good copy is proper words in their proper places.” 
Not all selling words come from the typewriters of big-time 
copywriters. A shoe-shine boy was consistently busy on 
Saturday afternoon, while his two competitors in the same 
block sat idly and enviously watching. His patter was, 
“Shine for Sunday, mister?’ A maker of birdhouses was 
earning a bare existence. One day he began tacking little 
signs on his house: ““To Let—For a Song.” Now he has 
a helper and still can’t fill the orders.” 


Attention—Interest—Desire—Action—To prepare ad- 
vertising material of any kind it is important to know how 
to employ layout, as well as copy, intelligently. An ad 
or promotional piece can’t make sales if it isn’t read; it can’t 
be read if it isn’t seen; and it won’t be seen unless it gets 
attention.” To get attention, therefore, is of first impor- 
ance, lest the bank’s efforts result in a waste of money. There 
are a number of ways of attracting attention. Headlines 
are important. It is possible for even a mediocre advertise- 
ment to be successful because of its headline; therefore, it is 
advisable to put in as much work on the headline as on the 
copy.” Illustrations will usually attract attention. Mes- 

sages that are “ballooned” in the fashion used by cartoonists 
to record the conversation of their characters are universally 
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read; people are creatures of habit and this is one habit that 
has developed from childhood in most people through the 
reading of the comic sheet. 

Copy must be interesting and easy to read or it will be 
skimmed over, or maybe not read at all. A good advertising 
idea can be ruined by a poor print job. The good printer 
knows layouts and typography and can give valuable assist- 
ance in preparing an ad or advertising piece. Copy must 
be more interesting to produce results. If an ad is expected 
to sell the bank or its services, it must create a desire on the 
part of the reader to patronize the institution. A clever 
choice and arrangement of words will create that desire. 
Desire alone, however, is not enough. Sales are not made 
unless the prospect signs on the dotted line. To produce 
results the ad must stir its readers to action; it must bring 
the prospect into the bank. 


Bad copy—lt is a grave public mistake to bring pros- 
pects into the bank under false pretenses. Rash statements 
and promises should be avoided in advertising copy. <A dis- 
appointed loan applicant once said, “Copywriters may also 
do other things, but whoever writes the copy for bank ad- 
vertisements isn’t the guy who makes the loans.” It has 
been reported that some banks, which are vigorously adver- 
tising for personal loans and stressing the non-co-maker 
type, are turning down as many as 50% to 60% of their ap- 
plicants. They are sent away to get co-makers or to get 
collateral. They practically never come back. They go to 
the finance company or loan shark instead. . The advertis- 
ing which brought them into the bank was too good. Or 
rather it was too bad; its fruits were disappointment for the 
customer and ill-will for the bank.” 


MEDIA 


Newspaper—tThe selection of advertising media should 
not be a difficult task. It is a matter of picking the medium 
which will best cover the people to be solicited, at the lowest 
cost. Sometimes it is advisable to use a combination of 
media. It all depends on what the bank is trying to sell and 
whom it is trying to reach. Many people think that only a big 
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newspaper ad can get results. Also many advertisers ask 
for and receive choice pages and positions for their copy. 
However, statistics prove the following conclusions: “How 
much attention an andvertisement gets plainly depends upon 
the ad itself. It doesn’t depend on the size of the ad. It 
doesn’t depend on the section of the paper in which the ad 
appears. It doesn’t depend on whether the ad runs on a 
right-hand or left-hand page. It doesn’t depend on the 
position of the page. It depends on the ad. [If it is at- 
tractive in appearance, informative, and interesting, it will 
attract the eyes and minds of a large portion of newspaper 
readers, regardless of size, page or position.”” 

Repetition of a distinctive bank signature on all media 
used will help the reader to remember whose ad it was that 
he read. He may remember the headline, the illustration, 
or the copy of a very fine ad he read; but he may refer to it 
as just some bank ad instead of connecting the name of the 
institution to it. Constant use of an unusual signature will 
immediately identify a particular bank in the mind of a 
reader and will also tell him its location if it is carefully 
composed. A slogan or tag line can be very helpful in identi- 
fying the bank by incorporating it in the signature. Re- 


peated often enough, “The Neighborly Bank” can be as 
valuable an advertising slogan to a community bank as 
“The Pause that Refreshes” is to Coca-Cola, or “99-4.4./100% 


” 


pure” is to Ivory Soap. 


Direct Mail—Direct mail is valuable, and often the most 
economical media, when a selective list of prospects is to be 
solicited. Special mailing lists are obtainable of home own- 
ers, automobile owners, realtors, builders, various income 
bracket groups, etc. Reprints of the bank’s newspaper ads 
might be mailed occasionally to those directly interested. 
Newcomers into town can be solicited by mail invitations 
when personal calls are not practical nor advisable. Local 
utility companies can furnish lists of new telephone, elec- 
tric, and water service subscribers for this purpose. <A cen- 
tral file in the bank is very helpful in soliciting customers 
for services they are not already using. It is a good idea 
to occasionally forward safe deposit literature with rental 
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bills, and folders outlining the advantages of a checking 
account with monthly statements to keep the users of these 
services sold. 


Window and Lobby Display—Window and lobby dis- 
plays are points of sale advertising.“ The former can be 
used to solicit new prospects while the latter is effective in 
selling additional services to present customers. There is 
no better place to advertise than on the bank’s own premi- 
ses. ‘The response here should be best because people can 
take action immediately. The value of a window display 
depends on the number of people that pass by every day. 
The window must be attractively dressed if it is to command 
attention, especially if there are a number of other windows 
in the neighborhood with which it must compete. ‘The meat 
of any message displayed must be in a few words, printed 
large enough to be seen from a reasonable distance, so that 
they who read while they walk will be induced to stop. Much 
good-will can be developed if, under proper supervision, 
the window is loaned occasionally for a civie display or for 
the display of a customer’s products. 

There are many ways in which the bank lobby can be 
utilized for advertising. Signs under the tellers’ glass deal 
plates are an excellent way of getting a message to cus- 
tomers. It is almost impossible to do business at a teller’s 
window without seeing these ads. Racks, containing a va- 
riety of descriptive folders, blotters, and leaflets, explain- 
ing different bank services, can be placed to advantage near 
the tellers’ windows. Electric signs and other displays can 
be placed in the lobby to attract business. Every oppor- 
tunity should be taken to use facilities the bank already has 
to advertise its services. Messages can be printed on pay- 
roll envelopes and on deposit tickets. Signs can be erected 
on the roof or other prominent parts of the building. 


Outdoor—Outdoor advertising is used to advantage by 
many banks. Where a number of boards are used paper 
posters are more economical than painted boards. The size 
of the copy used depends on the location of the boards. On 
the highway it obviously must be very brief so that the motor- 


76Kiphart, Thomas J., Display Advertising (Bulletin, Financial Advertisers 
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ists can read the message at a glance. A little more detail 
is permissible on boards used in shopping centers. Boards 
in sections having night traffic should be illuminated. Like 
on outdoor boards, the gist of the message on street car and 
bus cards must be very brief. Riders may only glance at the 
ad while walking through the bus or car. Only those sit- 
ting in front of the bank’s card will have an opportunity to 
read more. Unless the bank serves a wide area this type 
of advertising might ‘best be limited to lines stopping at or 
near the bank. 


Miscellaneous—There are any number of other media 
that ean be used in bank advertising. Their value must 
be-determined by the individual bank. What is desirable 
and profitable in one community may be out of the question 
in another because of cost, coverage, competition, and other 
factors. Radio is a good example. Others are: house-to- 
house distribution, external house organs, folders on eco- 
nomic statistics, surveys of financial and business conditions, 
calendars, directories, theatre programs, movie films, ete. 
No bank can possibly afford to “advertise” in all the one- 
time issues, church programs, charity booklets and “what- 
nots” to which they are constantly being asked to subscribe; 
and it is good business judgment not to make any excep- 
tions. The best plan to stop this waste without causing 
any ill-will is to have a definite agreement between all the 
banks in the community or country which will prohibit them 
from participating in this “donation” advertising. 


Results—lIt is often difficult to prove which part of the 
bank’s advertising efforts is bringing what results. There 
is usually no instantaneous need for a bank’s product. A 
merchant advertising a specific item can pretty well check 
results by the sale of that product which will take effect, 
if at all, immediately or shortly after his ad appears. Bank 
advertising is different. It is essentially institutional. ‘The 
most that can be expected is that constant advertising will 
keep the institution’s name in the mind of the prospect so that 
when the occasion arises to use a bank he will think of that 
bank first. Some banks try to check the results of their ad- 
vertising by asking new customers what prompted them to 
open the account. This is not always dependable because 
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consistent advertising or other factors may have subcon- 
sciously sold them the bank over a period of time before 
that final something which they give as their reason that 
brought them into the bank. 

Potential users of bank credit and services can be di- 
rected to the bank by winning their. good-will and respect 
through advertising which will influence them to say, “That’s 
the bank I am going to call on the next time I am in the 
market for banking services.” Just as it sometimes takes 
several years of periodic calls on a prospect before he is 
finally made a customer, so advertising may not show re- 
sults for several years. Although results may not be traced 
specifically, if at the end of each year new business increases, 
certainly a portion must be attributed to the bank’s adver- 
tising program. 


VI 
PUBLICITY 


Publicity, in a sense, is free advertising. It differs 
from advertising as discussed in the previous section in that 
it is not entirely under the control of the sponsor. In ad- 
vertising, the advertiser pays for his promotional material 
or newspaper space and says what he chooses. In publicity, 
his story may be rewritten, revised, and censored. 


Creating Publicity—If the business development man- 
ager is going to do a good publicity job, he will not be con- 
tent to merely report the activities of the bank and its staff 
as they happen. He will be alert to every opportunity of 
developing and creating publicity. For example, one bank, 
instead of just reporting the amount of War Stamps and 
Bonds sold to show its participation in the Defense program, 
arranged to have a picture on the front page of the local paper 
showing the Mayor in the bank buying the first bond sold 
in the community. Later another picture was published 
showing an entire Boy Scout troop buying stamps at a tel- 
ler’s window. ‘This was followed with a War Bond Slogan 
Contest to promote the sale of bonds. All this activity was 
the subject of several front page publicity stories. 


Releasing News Stories—Good publicity work involves 
developing news stories, getting it out while it is news, pre- 
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paring it in suitable form, and maintaining pleasant and 
mutually confidential relations with the newspapers in the 
community.’ News is anything which has happened or is 
going to happen. From the standpoint of the newspaper, 
the value of a story is judged by the number of people who 
will read it.” Some of the routine activities which will make 
material for bank publicity are: interesting personals of its 
directors, officers, and employees; articles written by staff 
members for various publications; talks given by them be- 
fore clubs, schools, and other organizations; public relations 
activities of the bank; new banking services; human interest 
stories about incidents that occur in the bank, etc. The 
value of reporting bank profits, dividend payments, and simi- 
lar stories is questionable. Publicity on activities which 
benefit the bank’s depositors and the general public would 
be received more favorably. Only items that are genuine 
news should be released as publicity. Trying to impose a 
lot of self-advertising on the press is a mistake. If the bank 
wants to boast it should buy advertising space and do it 
there.’ 


Hand-outs and Interviews—There are two methods 
which can be used to have a story published containing bank 
publicity—provided the story has sufficient reader interest. 
The copy can be prepared in the bank and released to the 
press or a reporter can be called in for the purpose of giving 
him the facts so that he can write the story. If accurately 
and clearly worded, the hand-out reduces the likelihood of 
unintentional misrepresentation. This is of particular im- 
portance in communities where the newspapers do not have 
writers trained in handling financial news. It also helps 
the reporter. It gives him accurate facts. If he wants 
to rewrite, the hand-out may be supplemented by a personal 
interview. When the vice-president of the bank assumes 
the position of chairman of the local Red Cross campaign 
or takes an active part in a community fund drive, it is im- 
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portant that his connection with the bank be publicized in 
the news story. If the story is released by the bank it will 
undoubtedly include this. However, if it originates outside 
the institution the name of the bank may not be mentioned 
and an opportunity is lost to impress the public that the 
bank, through its officers, is interested in the civic welfare 
of its community. 


Preparing Releases—N ews items sent to the press should 
be prepared in convenient form. A news release should 
indicate at the top who sent it, on what date, and at what 
time it is released, and what it is about. No attempt should 
be made to write headlines for use in the newspaper. A 
brief headline should be written simply to indicate what the 
news article is about.” Practically all stories are rewritten 
in a newspaper to conform to style and space requirements, 
but it saves time if the facts are submitted in a neatly ty ped 
release. Typing copy double spaced with ample margins 
will go a long way towards saving it from being filed in the 
editor’s waste basket. 

Excepting the preparation of a human interest story 
it is advisable in writing a publicity release to remember to 
put everything of importance in the lead paragraph. The 
first paragraph of a news story should be a complete synop- 
sis of the whole story. It is almost suicide to deviate from 
this practice because the editor may find it necessary to cut 
the story to one paragraph memorandum. Every para- 
graph in the order of its importance. This should be done 
so that if more than one paragraph is acceptable it will stand 
in the order of its importance with a minimum amount of re- 
writing.’ The first or lead paragraph should tell five things. 
They are: what, who, when, where, and why. It should 
tell what happened, to whom it happened, when it hap- 
pened, where it happened and how or why it happened. 


Any article built around these five points is complete in 
itself .** 


Morgue—A file should be kept containing photographs 
and biographical sketches of the bank’s officers and key men. 


80Publicity Handbook, (op. cit.), p. 27. 
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It will save the time of an interview if a story breaks about 
one of them that can be used in the newspaper. For 
mechanical purposes, newspapers must have pictures with a 
glossy finish. If the photographer is informed that the 
prints are wanted for newspaper or magazine reproduction 
he will prepare them accordingly. 


Co-operation with Press—One of the most important 
things to remember in releasing newspaper publicity is to 
observe deadlines. A story that is poorly written may be 
revised. A story that is uninteresting may gain interest 
from changes at the copy desk. But a story that is too 
late is thrown away.” 

It is unwise to play favorites if there is more than one 
paper in the community. News released by the bank should 
be given to all the papers at the same time. Newspapermen 
appreciate fair play and co-operation. If the bank can 
build up a reputation among the newspapermen of the com- 
munity for helpfulness and dependability, it will go a long 
way toward the establishment of good press relations; and 
if the time ever comes when the bank needs a “break”’ it will 
get it. It is not unreasonable to expect that while the good- 
will of a newspaper can’t be bought, they will be well dis- 
posed toward a bank if the institution patronizes that which 
helps them to exist—the advertising columns. Just as banks 
cultivate their customers and are anxious to help them and 
please them so newspapermen, who are also human, will go 
out of their way to help and please their customers.” If 
the bank’s publicity releases consistently fail to appear in the 
paper, it would be well for the person preparing the stories 
to contact the editor and find out what is wrong. He may 
find it is something he is doing or failing to do and the editor 
will more than likely help him. A large metropolitan paper 
covering a number of towns will seldom give a story the same 
amount of space which the smaller weekly, covering just one 
town, will give.* 

Value of Publici i i about 
the value of publicity: “Tt’s publicity which makes the organi- 


" 83Publicity and How to Get It (Maplewood News, Maplewood, N. J., August 
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zation go. Like a firecracker, the organization is judged 
not by its size, but by the noise it makes. A story on the 
front page of the local paper is worth more than ten mem- 
bership drives.” Publicity raises the standing of a bank 
in a community.” 

What people read forms or changes their opinions con- 
cerning peoples, institutions, etc. When Will Rogers said, 
“All I know is what I read in the papers,” he was speaking 
for a host of Americans.” 


Vil 
PERSONAL CONTACT 


Three Points of Contact—Almost every employee in 
the bank is a contact man. Almost every member of the 
staff comes in contact with the bank’s customers or the public 
either in person, by telephone or by correspondence.* All 
three points of contact are equally important in a business 
development program. No program is complete that does 
not include personnel training on all three points. Adver- 
tising may bring prospects in the front door, but it is the 
personal efforts of the bank’s employees who contact the 
public either in person, by telephone or by correspondence 
that make and keep satisfied customers. 


Personal—It should be the aim of all staff members 
to become personally acquainted, if not inside the bank then 
outside, with as many customers as possible. The custom- 
er’s liking a staff member usually results in his liking the 
bank and the leaning toward the bank when a need for ad- 
ditional services arises. Personal acquaintance will help 
an employee acquire information about the customer which 
will suggest possibilities for selling him additional services. 


Customer and Prospect Calls—One way to become bet- 
ter acquainted with customers is to call on them. It is often 
difficult to organize staff calls on a systematic and depend- 

86Publicity and How to Get It (Maplewood News, Maplewood, N. J., July 
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able basis. Usually the officers in a small bank are too busy 
with routine duties to leave their desks with any degree of 
regularity to make so-called good-will calls. A more prac- 
tical and workable plan is to have one man, preferably the 
officer in charge of business development, available at all 
times to make such calls. He should follow a definite plan 
for personal solicitation and calls on customers and pros- 
pective customers. Although he should have a working 
knowledge of all the bank’s services, he might find it desir- 
able on occasions to have another officer call with him. The 
president of the bank, a director, the trust officer, or an 
officer specializing in some certain activity might be called 
on for specific purpose calls. The business development 
manager will usually receive a quicker response and a 
greater degree of co-operation on this type of call from 
otherwise “too busy” men, than he would if he asked them 
to make periodic “hello” calls which often prove to be waste 
of time and sometimes are more harmful than productive.” 


Although it is desirable that the business development 
manager spend a portion of his time daily in making personal 
calls, this program should have some flexibility. He may 
receive several leads one day which because of possible com- 
petition may require prompt calls. On other occasions 
scheduled calls may not be as important at the moment as 
other matters which should require his immediate attention. 
In short he must “make hay while the sun shines.” 

All important commercial customers should be called 
on at least once a year and in some cases more frequently. 
The “importance” of a customer may be determined by the 
size of his balance, (in a smal] bank $500 may be con- 
sidered a very satisfactory balance, in larger banks the 
amount will be higher) or by the prospects of a smaller 
customer developing into the “important” class. 


Calls often lead to new business. The spirit of co-opera- 
tion evidenced by a call at a man’s place of business often 
prompts a discussion of credit when he might have been 
hesitant to initiate the matter himself.” Satisfied custom- 
ers can be asked to recommend the bank to their friends and 


89Bank Management, (op. cit.), Chapter VII. 
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business acquaintances. They may even suggest names on 
which calls can be made. 

Much valuable information can be accumulated for the 
purpose of answering credit inquiries if calls could be made 
on all the business establishments in the community. This 
may be difficult where agreements exist between banks to 
refrain from soliciting each other’s accounts. However, 
through participation in Red Cross, Chamber of Commerce, 
Community Chest, and other civic welfare work, an oppor- 
tunity will come sooner or later to make a call at which “two 
birds can be killed with one stone.” 


Leads—Leads and “excuses” for calls on customers can 
be obtained by studying the bank’s central file and by an 
occasional examination of a customer’s canceled checks. 
Leads for calls on prospects can be obtained by examining 
checks that clear through the bank. Checking the daily 
deposits of local utility companies will disclose “the out-of- 
town banking connections of every business firm in the com- 
munity. Personal ‘alls should be made on them to ascer- 
tain the reason and to endeavor to get them to do part of their 
banking in the community in which they do business. New 
business enterprises establishing in town should be solicited, 
if possible, before they actually locate. This can be done 
by watching newspaper announcements of new leases and 
sales of business properties made by the participating real 
estate brokers. Examination of the local Building Depart- 
ment files listing permits granted for the renovation of 
properties and the erection “of signs will yield many leads 
for new business calls. A follow-up letter from the presi- 
dent of the bank, expressing appreciation for courtesy ex- 
tended to the bank’s representative, can be employed occa- 
sionally to good effect. 

Personal calls not only establish the bank in the com- 
munity as an aggressive, forward looking institution, but 
they give the caller an opportunity to get the customer’s 
or prospect’s point of view and put him in a position to 
form an opinion of their ability to manage and operate a 
business.”" 
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Recording Calls—'The business development manager 
should establish a card file containing the names of all cus- 
tomers and prospects to be called on or to be solicited by 
direct mail. These cards should provide for all the infor- 
mation available about the subject which will assist the 
caller or solicitor. In the case of customers, a card should 
contain his address, business, age of account, average 
balance, the services of the bank he is using, and the services 
for which he may be a prospect. If the customer is a 
business concern, the card should list the names of the offi- 
cers and indicate which one is to be contacted. The affi- 
liations of the officers and the concern’s allied accounts 
-arried with the bank should be recorded. Also to whom 
in the bank the concern and its officers are best known, 
whether there is a credit file on the subject and any other 
remarks deemed necessary. 

In the case of prospective customers a memo of present 
banking connections is valuable. The card should also pro- 
vide space for a concise report of each interview or call that 
is made, when the call is made, by whom, and who was 
interviewed. In the case of a direct mail prospect, the 
record should indicate what literature was sent and when it 
was mailed. The cards should then be marked to show when 
the next call or mailing is to be made. These records can 
be kept on a card as small as 4 inches by 6 inches, which will 
permit recording the results of at least a half-dozen in- 
terviews. This means a card will last three years without 
forwarding even if two calls are made per year. 


Selling—It has been said that salesmen are born and 
not made. However, anyone who is interested in his work 
can, with a little training, become not only a salesman, but a 
very efficient salesman, and can render service to his em- 
ployer, to his customer, and to himself.°? Personal selling 
is a bank’s best bet. Newspaper, direct mail and other ad- 
vertising is important, but nothing can take the place of 
personal efforts of officers and members of the bank’s staff 
who come in contact with the customers of the bank each 
day. Safe deposit boxes can be advertised all year and 
not as many will be rented as would be in a three months’ 
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personal selling campaign by the staff. Of course, there 
must be some incentive to arouse the enthusiasm of the 
employees, such as prizes, time off, or some other form of 
recognition. One evil must be guarded against in this type 
of promotion—overselling. Customers can be antagonized 
if pestered with too much solicitation; however, this can 
be avoided with proper supervision of the campaign. 


Telephone—The bank’s telephone service plays a vital 
role in a business development program. Meeting the pub- 
lic over the phone is just as important as meeting it over 
the counter. A survey in the form of a questionnaire to: 
a cross section of the bank’s active accounts might reveal 
some interesting things about its telephone service.” The 
voice with a smile has a “sell” in it. Customers will know 
and like the staff even though they may never see them, if 
the employees possess that smile in their voiees which ex- 
presses friendliness an da helpful attitude. This of course 
means the customer will also like the bank and will like to 
do business with it.°* The bank personnel should be 
thoroughly trained on telephone manners, The local tele- 
phone company undoubtedly has booklets and literature dis- 
cussing proper telephone conduct, which can be utilized in 
instructing the staff. 


Correspondence—Correspondence is a medium ot per- 
sonal contact often neglected by banks. A letter at best 
is a substitute for spoken words, and the best letters are 
usually those which most nearly resemble good talk.” It 
is a mistake for a banker to hide his personality with hack- 
neyed phrases and stiff, formal, unnatural sentences.*° His 
letters should be written as though he were talking to the 
person addressed. 

It is a good idea, both from the standpoint of establish- 
ing a bank policy on letter writing and the saving of time, 
to prepare a complete set of form letters to fit every occa- 
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sion. However, these forms should be used only as guides 
and each letter should be individually typed. There is 
nothing that will cheapen a bank as much as a printed form 
letter in which a half-dozen or more spaces are provided to 
fill in words or phrases as the occasion demands. A set of 
guide letters may be prepared to welcome new accounts, 
to express regret and thank a customer for his past patron- 
age when an account closes, to express appreciation for in- 
creased balances, to inquire about decreased balances, to 
congratulate a customer for satisfactory payment of a loan, 
offering to consider his future credit needs, to make credit 
inquiries, and to facilitate the writing of a host of other 
letters which are used frequently. All letters should bear 
the signature of someone whose name is imprinted on the 
letterhead so that when a reply is expected the person an- 
swering does not have to decipher a signature. 

The three points of personal contact can do more if 
properly developed to make the bank widely and favor- 
ably known in its community than any other phase of its 
business development program. 


Vill 
SUMMARY 


Business Development Department Functions—The 
functions of a business development department and the 
duties of its manager might be summed up briefly as fol- 
lows: 

1. To make recommendations to the executive officer 
of the bank on all business development and public relations 
questions and to carry out his orders on such questions. 

2. To supervise the staff and customer relations pro- 
gram of the bank in accordance with its established policy 
in these matters. 

3. To produce the bank’s advertising and to prepare 
its publicity. To keep the directors, officers, and employees 
of the bank informed of its advertising and promotional 
activities through a bulletin board or other media. 

4. To maintain mailing lists and to prepare prospect 
lists for solicitation. To keep a central information file 
with all needful data regarding customers and prospects on 
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whom calls are to be made. ‘To record the results of all 
customer and prospect calls. 

5. To keep such other records and files as may be deemed 
necessary for the smooth and efficient functioning of the de- 
partment, such as a scrap book of all publicity items, a scrap 
book containing samples of all paid advertising, a file of 
mats and electrotypes for use in the bank’s advertising, and 
a “morgue” containing photographs and biographies of the 
bank’s key men for publicity purposes.’ 


Reports to Directors—Once a year, or more often if 
preferred, a written report should be submitted to the Board 
of Directors summarizing the activities of the department 
for the: period. This report should give a running account 
of the bank’s participation in the various phases of the busi- 
ness development program discussed in this thesis. It 
should contain a schedule of new business for the period 
and include comparative figures of previous periods, show- 
ing the number of new checking, savings, and other accounts 
opened with totals of initial deposits; the number and total 
rental value of new safe deposit boxes; the number and to- 
tal amounts of new loans of various classifications; and a 
report of all other new business. A comparative publicity 
record should also be included listing the number of pub- 
lications covered, the number of individual items published, 
the number of lines and pictures printed and the number of 
times the name of the bank appeared. ‘There should also 
be attached an itemized schedule of the department’s ex- 
penses together with a copy of its budget, if one is used, for 
comparative purposes. 

The adoption of a business development program, such 
as outlined here, is bound to have a favorable and profitable 
reaction for the bank over a period of years. It may be 
difficult to specifically trace direct results of any one of the 
department’s activities immediately, but if a conscientious 
and continuous effort is made to follow through on all the 
phases of the program it will surely be reflected in a healthy 
growth of the bank’s statement of condition. 


97Knapp, (op. cit.), p. 5. 
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Fair Way to Quote Charges 


on Installment Loans 


By G. 0. THORPE 


President, Wisconsin Bankers Association 


With this article and one that follows by Rolf Nugent, THE 
BANKERS MAGAZINE seeks to present two sides of the controversy 
which is now taking place with regard to the proper method of stating 
charges for small loans. Mr. Thorpe’s article is based on a recent 
talk to Wisconsin bankers. 


legislature. This bill, if enacted, would force Wiscon- 

sin banks to use the “X per cent per month” method 
of computing charges on installment loans. The principal 
supporters of this bill are Robert K. Henry, a member of 
the Banking Commission, and an out-of-state small loan 
corporation operating a chain of offices in Wisconsin and 
other states. 

Commissioner Henry has stated that the public should 
be frankly told the rate of interest that is charged on in- 
stallment loans. He calls the “X per cent per month” 
method the simple interest method. He has also stated 
that the question of expressing interest charges for install- 
ment loans, in such a way that they will be clearly under- 
stood by the public, is the most vital issue involved in the 
controversy over this bill. ‘The supporters of the bill say 
that eventually all consumer credit agencies must quote 
the interest rate in an identical manner, thus enabling the 
public to compare more easily interest rates and the cost 
of installment credit. 

The Wisconsin Bankers Association emphatically agrees 
that the interest rate and cost of installment loans should be 
fully disclosed to the public in every instance where any 
representation as to rate or cost is made. 

We definitely agree it will benefit the public if all con- 
sumer credit agencies are required to express the rate as 


B ILL 304A has been introduced in the Wisconsin state 
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simple interest and completely reveal the total dollar cost 
of installment credit. 

However, we take direct issue to the statement that the 
“X: per cent per month” method tells the: truth, reveals the 
simple interest rate or the dollar cost—on the contrary, the 
“X per cent per month” does neither. 

“X per cent per month” does not disclose simple interest 
rate. 

Bill 304A provides “a rate of charge not exceeding 
114% per month.” Note—that this rate computation is not 
described as a rate of interest, and for a very obvious rea- 
son. “X per cent per month” is not a rate of interest, it is 
a formula for figuring the dollar cost of a loan. 

What is a rate of interest? We need only to turn to 
the arithmetic text books used in our schools to find the 
answer. For instance, in those elementary school books, we 
find that the rate of interest on a loan is the percentage of 
interest charged for a year. The chapter on Money and 
Banking in an economics text book used in secondary schools 
states: “The principal is a sum of money on which interest 
is charged. The rate is the per cent of interest that is 
charged for one year. ‘The time is the period for which 
interest is charged on the principal.” In fact, it is com- 
mon practice in business and industry to quote interest rates 
without even specifying they are annual rates; for this is 
implied and understood. ‘To illustrate, if a borrower asks a 
lender for $200 for 90 days and the rate quoted is 6%, the 
borrower knows the rate is 6% per year, and not 6% for 
three months. 

To take a simple analogy, think of a customer in a gro- 
cery store asking the grocer about the price of eggs. The 
grocer replies, “fifty cents’—or whatever the prevailing 
price may be. And the customer instantly knows he means 
fifty cents a dozen—not fifty cents apiece. In the very 
same way, when an interest rate is mentioned—whether it 
be 214% or 6% or 30%—any grade school graduate knows 
this means per cent per year; not per month or day or week. 

Therefore, the assertion that the ““X per cent per month” 
tells the public the simple interest rate is a fallacy. This 
rate of charge is not a simple interest rate—it isn’t even 
an interest rate—much less simple. 
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Now let’s take the other alleged virtue of the “X per 
cent per month” plan—namely, that it fully discloses the 
cost in a way that will be most easily understood by the 
public, and remember we are discussing the merits of 
adopting this type of rate quotation for all consumer credit 
agencies. As a certain small loan company is promoting 
the adoption of this rate quotation for all consumer lenders, 
let’s analyze their “rate quotation,” and see if their borrow- 
ers can easily figure the cost of their loans. 

Ostensibly to enable borrowers to figure the cost of-a 
loan, this small loan company advertises and quotes the 
“rate of charge” as follows: 

214% per month on that part of the loan balance not exceed- 
ing $100, 2% per month on that part of the loan balance over 
$100 but not exceeding $200, and 1% per month on that portion 
in excess of $200. 


This is the “X per cent per month” “split rate’”—or sliding 
scale—the rate per month goes down as the amount of the 
loan goes up. 

This is obviously a complicated procedure. In theory, 
some of these complications can be eliminated by using a 
“constant rate” per month instead of a sliding scale, but 
in actual practice a “split rate” formula would have to be 
used. The reason is obvious. The expense of handling a 
loan of $300 is usually no greater than the expense of handl- 
ing a loan of $50, so the customer who borrows $300 na- 
turally expects and is entitled to a proportionately lower rate 
than the customer who borrows $50. Hence, to be fair to all 
borrowers, a “split rate” or sliding scale is an unavoidable 
feature of the “X per cent per month” plan. You can’t 
get around it, and this feature alone makes this a compli- 
‘ated, cumbersome and confusing method no matter how 
you try to simplify it—let alone the fact that it does not 
answer the borrower’s question, “How much is my loan 
going to cost me?” 

And so to the question of the average individual, “How 
many dollars will I have to take out of my pocket to pay 
the loan charges?’—the “X: per cent per month” method 
supplies no answer. The sponsor of bill 304A admits 
that not one borrower in 10,000 can figure the dollar cost 
of an installment loan on this “rate of charge.” If you 
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doubt this, try to figure the cost of a $270 loan for 12 months 
on this basis. Even if you are an expert mathematician 
you can’t do it, because you don’t know how your pay- 
ments will be first applied—to the loan balance at 242% 
per month or 1% per month. 

Thus it is evident that this method makes it virtually im- 
possible for the average borrower to figure the actual cost of 
his loan at the time he gets the loan. 

Briefly, the “XX per cent per month” method has none 
of the virtues claimed for it. It does not tell the whole truth 
—it does not disclose the interest rate—it does not reveal 
the dollar cost; and consequently it does not enable the pub- 
lic to compare more easily interest rates and the cost of 
installment credit. 

Wisconsin banks make installment loans at a cost that 
averages less than one-half the charges under the small 
loan method. ‘This means that the locally home-owned 
banks throughout the state have saved Wisconsin borrow- 
ers literally millions of dollars in loan charges. But even 
so, we do not claim that the bank method is perfect. We 
have only contended that it is more desirable, more practical, 
more economical, and more beneficial to the borrower than 
the high rate “XX per cent per month” technique. 

So at this point it is logical for us to inquire, “Is there 
a better method of quoting installment loan charges ?’— 
“Is there a method which if adopted by all consumer credit 
agencies will disclose the simple interest rate, reveal the 
dollar cost and make it possible for the public to have a 
better understanding of the cost of this type of credit? 

The answer is elementary. 

There are only two simple problems involved: 


1. How to quote the interest rate. 
2. How to disclose the cost. 


The rate of interest on a loan is the percentage of interest 
charged for a year. The public understands an interest rate 
to mean a percentage per annum and if there is to be a full 
disclosure for the public benefit of the interest rate on in- 
stallment loans it must be expressed on a per annum basis. 
Therefore, tell the public the truth by advertising and quot- 
ing the rate as simple interest per year. If a rate of interest: 
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is 830% per year, do not call it 242% per month—or 1% of 
1% per week. Call it by its right name—30%. 

The solution of the second problem, “How to disclose 
the cost” is equally simple. Require in every instance 
where any representation as to rate or cost is made that the 
total dollar cost is revealed. Tell the borrower how much 
ro loan will cost if paid as agreed, whether it’s $6, $7 or 

17. 

If all installment credit agencies are required to meet 
these two simple requirements, it will enable the public to 
understand the rate and dollar cost of installment credit 
and to compare the rates of one agency with those of an- 
other. 

Therefore, if legislation is to be proposed to require all 
lending agencies to compute and quote installment loan 
charges on the same basis,—the Wisconsin Bankers Asso- 
ciation believes that all rates should be quoted in straight- 
forward terms of simple interest per year. And, further, 
that the cost of every installment loan should also be clearly 
stated in dollars and cents. 

This does not mean that we are seeking to impose bank 
methods on non-bank agencies or finance companies. It is 
not the policy of our Association to suggest or foster legisla- 
tion outside the banking field. But if those who are pro- 
moting the pending installment loan bill for the regulation 
of banks are sincerely seeking to protect the average bor- 
rower, they must recognize the obvious merit of computing 
and quoting loan charges on a true simple interest basis— 
namely, simple interest per year, and the equally obvious 
merit of also stating loan charges in plain dollars and cents. 
Such legislation must in the public interest apply to all 
installment credit agencies—not only banks, but also to 
small loan companies, discount companies and sales finance 
companies. 

Our position is that all rates should be quoted in honest 
terms of simple interest per year, and that the cost should 
be openly stated in dollars and cents. We will support that 
type of legislation. 

On the other hand, we will continue to aggressively op- 
pose the “X per cent per month” method for banks and 
bank customers because this plan doesn’t tell the borrower 
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WAR MEMO x 


To keep the Axis from our shores, 
keep after that “10% of gross payroll” 
goal in War Bonds, through the 
Payroll Savings Plan! 


the whole truth, it doesn’t reveal the simple interest rate 
per year, it doesn’t tell the dollar cost of loans; and it lures 
tens of thousands of Wisconsin citizens into high rate debt 
bondage through the artificial advertising bait of a low per- 
centage figure. 

In closing, I want to repeat, that the Wisconsin Bank- 
ers Association will support legislation to protect the right 
of credit worthy citizens to borrow at low cost. To that 
end, we offer our co-operation just as earnestly and whole- 
heartedly as we oppose the unfair, unsound and unwar- 
ranted installment bill now pending in the state legislature. 


ary 
WSSan LZ 
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Why Not Candor in Small 


Loans ? 


By ROLF NUGENT 


Director of the Department of Consumer Credit Studies, 
Russell Sage Foundation 


The following article is a reprint in part of an article with 
the same title which appeared in the Survey Graphic for March, 
1943. In it Mr. Nugent attempts to meet the arguments put 
forward by some bankers in opposition to the rate method recom- 
mended by the Russell Sage Foundation’s Department of 
Consumer Credit Studies. For further comment on this subject 
see THE BANKERS MAGAZINE for February, page 181 
and for March, page 273. 


FTER exploration of the problem of applying per- 
sonal loan legislation to both state and national banks, 
our department developed and recently circulated a 
tentative draft of a model law as a basis for comment and 
discussion. Its requirements are exceedingly moderate as 
compared with the do’s and don’ts, and penalties of the 
Uniform Small Loans Law, but the draft includes a speci- 
fic provision for computation of charges in simple interest. . . . 
Let me recapitulate the advantages of the requirements 
that charges be computed as inclusive percentages of unpaid 
balances. This method: 


Reveals the cost of borrowing in unmistakable terms. 

Assists the borrower in choosing the lowest cost loan. 

Prevents the lender from increasing the agreed rate of 
charge. 

Encourages the borrower to get out of debt as rapidly as 
possible. 


Permits him to repay the loan without sacrifice any time he 
can get the money more cheaply elsewhere. 


These advantages would probably be admitted as sub- 
stantial by bankers generally if the requirement were con- 
fined to small loan companies, pawnbrokers and credit 
unions. But officials of the American Bankers Association 
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have vigorously denied its propriety when applied to banks. 
They have advanced five arguments in support of their po- 
sition. 
1. That discounting interest is traditional with banks and 


the statement of charges in simple interest rates would, there- 
fore, compel a change in established bank practices. 

2. That discounts permit loan costs to be expressed in dollars, 
which borrowers understand more readily than percentages. 


8. That banks, which are reputable and already highly 
regulated, need no additional regulation. 


4. That banks would have to increase their charges if they 
were compelled to state and compute them in simple interest. 


5. That it would be undignified for banks to have to state 
their charges in the same way as small loan companies. 


Let us examine each of these arguments in turn. 


1. Tradition—lIt is true that the practice of discounting 
interest in advance has been common among banks. For 
commercial bills and trade acceptances, discounts are uni- 
versally used. For ordinary loans to customers, however, 
interest is collected far more frequently on unpaid balances. 
Most banks are currently discounting interest on personal 
instalment loans, but there is nothing inherent in their na- 
ture to make the discount device essential or even desirable. 
On the contrary, its chief advantage in that field has been 
to give the appearance of a lower interest rate than actually 
obtained. 


2. Dollar Costs—The argument that borrowers can un- 
derstand dollar costs more readily than percentage rates 
was advanced long ago by money lenders who wished to 
avoid disclosure of their true rates of charge under the Uni- 
form Small Loan Law. It is impressive only to the un- 
initiated and loses point when it is carefully explored. 

Let Bank Commissioner Henry of Wisconsin express 
himself on this question. In answer to Walter B French, 
deputy manager of the American Bankers Association, he 


said: 


“Your statement that the common denominator of a loan trans- 
action is dollars not percentage is not only astounding but revolu- 
tionary. . . . I have madé thousands of bank -loans and rarely 
has a borrower asked me how much a loan would cost in dollars 
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and cents. . . . The question has been, “What rate do I have to 
pay?” ... Since the beginning of banking, the charge for the use 
of money loaned has been expressed in terms of interest and to 
deny that would be the height of folly. When the savings deposi- 
tor lends his money to the bank, is payment to him expressed 
in terms of dollars or percentage?” 


A great economist once said, “If there were no price 
system we would have to invent one.” Similarly, if there 
were no means of expressing the “price” of loans in a for- 
mula which comprehends both amount and time, every lend- 
ing agency would be struggling to find one for its own sal- 
vation. 

Moreover, if an accurate statement of dollar charges. 
is to be made, the agency that discounts at 6 per cent would 
have to say, “We charge $6 for the use of an average amount: 
of $50.92 for one year.” The average amount lent would 
decrease as the discount rate increases. 

An instalment loan is not something that can be tied 
up in a package and sold over the counter as a specific unit.. 
Only a very small fraction of such loans are paid precisely 
according to schedule. Some instalments are delinquent; 
others are paid ahead of time. And many loans—the num- 
ber has frequently been estimated at as high as 75 per cent 
for banks—are refinanced before the last payment has been 
made. ’ Under these circumstances, an initial dollar charge 
is virtually meaningless, and it may be deliberately mislead- 
ing if, as a result of delinquency or refinancing, the rate of 
charge is substantially increased. 

Statements of dollar costs of typical loans provide very 
useful supplementary information but only when rates of 
charge have been established. 


3. Protection to Borrowers—The argument that banks: 
are reputable and already highly regulated and therefore, 
need no further regulation to control their personal loan 
practices, smacks strongly of special pleading. Certainly 
banks are generally reputable, yet an elaborate system of 
regulation has been necessary to prevent instances of dis- 
honesty and to assure solvency. Certainly banks are highly 
regulated, but the regulation has been limited largely to the 
protection of depositors. No banker who has any knowl- 
edge of the national picture could deny that a large part 
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of the personal loan business now being operated by banks 
is contrary to the intent of the law. 

It is true that the personal loan charges of many banks 
are exceedingly moderate. One bank in New York City dis- 
counts its notes at 3.5 per cent, a charge which is uniquely 
low in the history of personal loans. Discounts of 5 and 
6 per cent, which are also reasonable for the kind of loans 
made, are common. There are, however, two objectionable 
features to such charges. 

First, low as they are, the borrower is given the impres- 

- sion that price is lower than it actually is. The true rate 
of charge on a note discounted at 3.5 per cent and payable 
in monthly instalments over the period of a year is 6.7 per 
cent a year. If the note is discounted at 6 per cent, the 
true rate is 11.8 per cent a year, or about 1 per cent a 
month.* 

Actual interest rates are rarely, if ever, quoted in bank 
advertisements. On the contrary, the discount rate is fre- 
quently represented as though it were an interest rate. For 
instance, advertisements have frequently offered “personal 
loans at bank rates” or “loans at 6 per cent” when the true 
rate of charge was close to 12 per cent a year. Even when 
a discount rate is clearly stated as such, most borrowers con- 
fuse it with an interest rate. 

Several years ago the Federal Trade Commission found 
that advertisements of a “6 per cent plan” by sales finance 
companies “misled and deceived a substantial part of the 
purchasing public into the erroneous and mistaken belief” 
that they contemplated an interest charge of 6 per cent a 
year when, in fact, the charge amounted “to approximately 
11.5 per cent simple interest.” The findings and order of 
the commission were upheld by the Circuit Court of Ap- 
peals and the Supreme Court. It is strange to find banks 
asking for legislation that would validate the same kind 
of advertising on their part. 

A second objection is that, while the true interest rate 
is double the quoted rate when loans are paid according to 
schedule, it may be still higher if loans are delinquent or 
refinanced. ‘When loans are paid off in short periods and 


a 


*The “constant ratio” method has been used in converting discount rates into 
interest rates in this article. 
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no rebate of the unearned discount is allowed, rates of charge 
may be extremely high even when the discount rate is very 
low. And in typical transactions, when loans have been de- 
linquent and refinanced before maturity, I have seen cases 
when the annual interest rates on loans offered at 6 per cent 
discount were as high as 22 per cent. 


Banks that charge only 3.5, 5 or 6 per cent discount are, 
however, in the minority. In states where the conventional 
interest rate is 8 to 10 per cent a year, these figures become 
the common discount rate for personal loans. Other banks, 
which offer loans at 6 to 8 per cent discount, often charge 
a 2 per cent investigation fee in addition. When such loans 
are paid according to schedule, the actual interest rate goes 
up to 16.1 per cent and 20.5 per cent a year. If payments 
are delinquent or if loans are refinanced, actual rates mount 
beyond that. 


Other banks make even higher charges for part or all 
of their personal loans. Here are a few transactions among 
the many which have come to my attention which illustrate 
the high interest charges which have crept into banking prac- 
tice: 

A leading bank in California made a charge of $7.50 
on a “loan” of $50 payable in ten monthly instalments. The 
simple interest rate is 38.5 per cent a year if paid on schedule, 
and if the loan is refinanced or delinquent it goes still higher. 

A bank in Wilkes Barre, Pa., lent $100 in exchange 
for a note of $114 payable in twelve monthly instalments. 
In addition to an interest discount of $6.98, there was an 
investigation fee of $2, a bank service fee of $2.78, and “in- 
surance charges” of $2.29. The true interest rate would 
be 25.8 per cent a year if the loan was paid on schedule. 
If renewed at the end of five months, even if there were 
no fines and a full rebate of unearned interest was given, 
the rate would exceed 30 per cent a year. 

A bank in Washington, D. C., discounts interest at 7.5 
per cent, charges an investigation fee of $2, and a 3 per 
cent credit-insurance fee in lieu of endorsers. Its real in- 
terest rate on a $100 loan is 26.4 per cent a year, if paid on 
schedule. In order to estimate what the rates would be in 
practice, I have applied this bank’s charges to a typical loan 
transaction involving small prepayments, minor delin- 


THE BANKERS MAGAZINE for April, 198 





quencies, and a renewal after the loan had run for six and a 
half months. The resulting rate of charge is 2.8 per cent 
a month or 33.6 per cent a year, even if a full rebate of the 
unearned discount is given. 

It will be asked: How can banks get such charges? What 
about the usury laws? The answer lies in the fact that se- 
vere penalties for usury do not apply to banks in most juris- 
dictions. Penalties for usury have been moderated so far 
as banks are concerned in order to prevent depositors from 
being endangered by suits over the collection of usurious 
bank loans. Consequently, it would not pay small bor- 
rowers to plead usury in the courts. 


4. Costs—The argument that further regulation will 
increase costs has been used to resist the passage of every 
desirable piece of social legislation. All such legislation, 
whether pertaining to child labor, to workmen’s compensa- 
tion, to bank examinations, or to small loans, imposes addi- 
tional costs on the enterprise affected. Yet these laws 
have frequently produced economies that more than offset 
the additional costs. 

Charges of small loan companies, for instance, have been 
dramatically reduced by regulatory laws requiring the com- 
putation of charges on unpaid principal balance, and there 
is no reason to expect a different result when the same re- 
quirement is applied to personal loans by banks. ‘Credit 
unions, whose techniques of lending are more nearly like 
those of banks, have thrived under laws requiring com- 
putation of interest on unpaid balances at rates of charge far 
lower than those of many banks. In Connecticut, a num- 
ber of banks are operating successfully at a rate of 1 per 
cent a month calculated on unpaid balances; and, in New 
York, mutual savings banks have repeatedly asked the legis- 
lature for similar privileges. 

Computations of charges on unpaid balances can be 
made with great speed at a very low cost. Charges can be 
precomputed, the sum of principal and charges divided into 
equal or rounded payments, and adjustment for prepay- 
ments and delinquency can be made at the time of the final 
payment. ‘This procedure is no more costly than discount- 
ing if pro rata rebates are given and fines are related to the 
degree of delinquency. 
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5. Dignity—The final argument that it is undignified 
for banks to be compelled to state their charges in the same 
way as small loan companies can be dismissed very briefly. 
Handsome is as handsome does. The dignity of the per- 
sonal loan operations of banks depends upon the fairness, 
honesty, and social conscience with which they are conducted 
and not upon the method used to compute interest. 

Behind all the arguments that have been advanced in 
favor of discounts and fees—underlying all the attacks upon 
the proponents of a simple interest computation—is one 
single cause: Those bankers who have taken the lead in 


opposition do not want to tell the truth about their interest 
rates. 


OUR SECOND CHANCE 


Woodrow Wilson gave up his health and eventually his life in the first 
attempt, a generation ago, to preserve the world’s peace through united 
‘world action. At that time there were many who said that Wilson had 


failed. Now we know that it was the world that failed, and the suffer- 


ing and war of the last few years are the penalty it is paying for its 
failure. 


* 2 


Now at last the nations of the world have a second chance to erect a 
lasting structure of peace—a structure such as that which Woodrow 
Wilson sought to build but which crumbled away because the world 
was not yet ready. Wilson himself foresaw that it was certain to be 
rebuilt some day. This is related by Josephus Daniels in his book “The 
Life of Woodrow Wilson,” as follows: 
“Wilson never knew defeat, for defeat never comes to any man until 
he admits it. Not long before the close on his life Woodrow Wilson 
said to a friend: ‘Do not trouble about the things we have fought for. 
They are sure to prevail. They are only delayed.’ With the quaintness 
which gave charm to his sayings, he added: ‘And I will make this con- 
cession to Providence-—it may come in a better way than we propose.’ ” 
—Henry A. Watiace, Vice President, U.S. 


‘ 
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REAL ESTATE LENDING 


CCORDING to Henry Bruere, president of the 
Bowery Savings Bank of New York, seven cardinal 
sins contribute substantially to investor losses in real 

estate. Speaking before the New’ York State Society of 
Real Estate Appraisers, Mr. Bruere pointed out that these 
defects in investing policy are largely responsible for the 
losses lenders have suffered during the past fifteen years. 

Mr. Bruere’s analysis is so poihted and timely that we 
feel editing would only diminish the emphasis of his 
remarks. Real estate lenders would do well to read and 
reread his “Seven Sins of Real Estate.” 

Reviewing recent real estate investing experience, Mr. 
Bruere notes that “First, there was lacking a broad enough 
basis of fact for appraisals on which investments were made. 
Owners acted on hunches or took speculative chances, ex- 
pecting to get out before losses appeared. 

“Lenders based appraisals on current appearance of 
values without sufficient regard to competition and the law 
of diminishing returns. We have learned appraisals do not 
provide security because they are printed on bank note paper 
with seals attached. They must have support of a compre- 
hensive statement of reasons properly set forth and intelli- 
gently verified. ‘Those reasons must run to the general 
state of the area and even the community, and include trends 
of the neighborhood and the depression-resisting power of 
the investment. No one man’s opinion is any longer re- 
garded as sufficient basis for lending. 

“Secondly, since real estate is property and valued as 
such, it needs a proprietor to give it value. It may be con- 
verted into gold but it is not gold. ‘The proprietor is of first 
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importance. If a builder borrows on his building, he trans- 
fers the penalties and risk of ownership to the lender with- 
out sharing the power and the chance to gain. | 

“Beware of the speculator whose only capital is an 
energetic broker. A prudent investor will not knowingly 
make a loan to an owner who has-no substantial investment 
in his property, no matier how conservative the loan may 
seem on the basis of current values based on sales. 


EARNING POWER IMPORTANT 


“Third, earning power based on an analysis on rents, 
received and probable, and present and likely class of ten- * 
ants as opposed to current sales values of the subject prop- 
erty, or like property, is the only sound basis for lending. 

“Fourth, no loan should be permanent. Amortization is 
a $64 prize word that all of us should never forget. A loan 
is a debt and a debt is a promise to be kept. A good asset 
will be repaid when due or refunded on acceptable terms. 
Because time changes everything, repayments should be- 
gin while the debtor remembers how he came by his money. 

“Fifth, a real estate loan must be watched and checked 
as continuously as stocks and bonds. Woe to the lender 
who has neither the energy, time, nor skill to make a proper 
inspection of the property that secures his investment. A 
good inspection system not only helps the lender but may be 
of great assistance to the owner by prompting him to keep 
his property in good condition. An owner who neglects 
his property, ‘milks,’ or otherwise abuses it, commits a de- 
fault in the end just as injurious as failure to pay interest 
or taxes. A corollary of what I have been saying is that 
good owners are entitled to praise and high recognition, 
indeed, on sufficient record, to a differential in the interest 
rate charged on their loans. Scalawag owners should be 
excluded from credit by any reputable lending concern and 
put in the stocks, if any, on the village green. 

“Sixth, wherever the ability of an owner to meet his ob- 
ligations is likely to be affected by conditions beyond his 
control and where his acquisition of a property, particularly 
a home, is a form of responsible saving, starting with a small 
down payment, the loan should be insured by the Federal 
Housing Administration. 
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“For myself, I would not make a loan on a home of any 
kind in excess of 40 per cent of its value unless the loan 
were insured, and every such loan—no matter what the 
amount—should be amortized. 

“Incidentally, let me say here that in my judgment, for 
owners and lenders alike, the most important innovation 
in the recent history of mortgage lending is the Federal 
Housing Administration’s system of insured and amortized 
loans. 

“Seventh, the relations between the owners of real prop- 

_ erty and lenders on real estate on the one hand, and the 
municipality on the other, should be one of cordial, mutual 
understanding and cooperation.” 


Here are a few figures on real estate holdings of New 
York savings banks. During recent years they have been 
forced to foreclose on numerous properties. Nevertheless, 
good progress has been made in reducing their realty port- 
folios. During 1938, savings banks in New York state 
owned 25,780 pieces of real estate with book value of $357,- 
000,000. In 1942, this had been reduced to 17,766 parcels 
with a book value of $257,000,000. Thus, during a four 
year period, the number of properties held had been reduced 
by about 31 per cent, despite the acquisition of 17,344 ad- 
ditional properties during the period. During the first ten 
months of 1942, savings banks sold 8,837 parcels and ac- 
quired only 2,344 properties. 


Debt and Taxes 


Secretary of the Treasury Morgenthau notes that servic- 
ing of the national debt will require interest payments of 
more than 4 billion dollars annually by the middle of 1944. 
This amount is equal to total receipts of the Federal Gov- 
ernment in 1936. 

This large debt service, states the Secretary, raises a 
number of serious problems. The types of taxes employed 
to service and retire the debt are important because they 
involve a possible redistribution of the cost of the war among 
individuals. The nature of the tax measures adopted are 
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also important because the impact of taxation on investment 
and consumption will affect the national income. 

The size of the debt, it was indicated, will restrict the 
freedom of the Government’s fiscal policy and will bring 
in its train problems affecting banking and.currency. Fur- 
thermore, the huge debt will make it imperative that we 
maintain employment at a relatively high level and that a 
high national income be preserved. For unless a high na- 
tional income is maintained, the debt burden may become 
oppressive. 

In connection with future tax measures in the post-war _ 
period, the Secretary observed that the principle of ability 
to pay must continue to be recognized. He also noted that 
a substantial reorientation of business and consumption 
taxes would probably be in order and that better integration 
of Federal tax systems with those of state and local goy- 
ernments should be achieved. 

Mr. Morgenthau, nevertheless, was fairly optimistic 
about the immediate post-war period. He pointed to the 
strong probability that the reconversion of industry from 
wartime to peacetime production, the development of new 
industries, the satisfaction of the accumulating demand for 
peacetime consumers’ goods, and the satisfaction of foreign 
rehabilitation and relief needs, will constitute an effective 
buffer to post-war depression. 

The constant and unrelenting emphasis upon the neces- 
sity for more taxes, more savings and more sacrifice, the 
Secretary stated, is currently laying the basis for a more 
prosperous and durable peace. These policies are also ex- 
pected to give the Treasury more freedom of action and flexi- 
bility of maneuver when peace comes. 


War Bond Redemptions. 


Legislation just passed by Congress will permit owners 
of War Savings Bonds to cash them at local banking insti- 
tuitions. Presently, such redemptions can only be accom-— 
plished at the Treasury and Federal Reserve Banks, al- 
though post offices may also be used under existing authority. 

Recent redemptions have been on a larger scale and the 
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Treasury and Federal Reserve have been hard put in meet- 
ing the burden of the work. The necessity of providing ad- 
ditional facilities to accommodate bond investors has been 
pressing. 

e@ 


Trust Fees 


Elliot V. Bell, Ne~- York Superintendent of Banking, 
has urged the Legisleture to consider an increase in the 
statutory commissions allowed testamentary trustees, guar- 
dians and committeesaips. For some time, it has been the 
contention of trust companies that expenses of administra- 
tion of certain types of trust business have exceeded net 
income accruing from such accounts. 

In a special report, the State Banking Superintendent 
urges that trust companies keep their records in such a man- 
ner as to permit easy review of trust department earnings, 
and of various types of trust activities. Periodic examina- 
tions of trust operations would be undertaken. It is also 
suggested that trust companies consider raising the fees 
on agency accounts. This may be necessary to place the 
latter on a reasonably profitable basis. 

Trust companies, it is recommended, should also strive 
to place the operation of voluntary trusts, as a group, on a 
reasonably profitable basis; only a minimum variation in 
on charged on small and large accounts should be al- 
owed. 


Mutual Savings Bank Fund Report 


The report of a special committee of the Savings Banks 
Association of New York concludes that “‘it is to the best in- 
terests of our depositors for member banks to remain in the 
Mutual Savings Banks Fund.” 

Conclusions of the special committee, headed by Philip 
A. Benson, are as follows: 

1. Both the Mutual Savings Banks Fund and the Fed- 
eral Deposit Insurance Corporation are adequate to assi- 
milate losses of their members resulting from bank opera- 
tions. 
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2. Deposit insurance alone cannot protect against a na- 8 


— 


tional economic collapse. In such an event any action taken 
by the Federal Government would be on behalf of all its 
citizens. 

3. The Mutual Savings Banks Fund was designed with 
Savings Bank Trust Company and Institutional Securities 
Corporation to meet the special needs of the savings banks 
of New York State. 

4. The co-operation of the Fund and the New York 
State Banking Department is a fortunate combination for 
the purpose of solving problems in the light of local con- 
ditions. 

5. Real estate, even in Manhattan, is expected not only 
to survive present conditions but also to improve. 

6. The members of the Mutual Savings Banks Fund 
are solvent and are in a position to absorb foreseeable losses. 

7. The excess earning power of the banks is capable 
of absorbing losses as they occur and serves to restore and 
preserve the financial strength of the system. 


\ 


I know no safe depository of the ultimate powers of society but the 
people themselves; and if we think them not enlightened enough to 
exercise their control with a wholesome discretion, the remedy is not 
to take it from them, but to inform their discretion by education. 
Tuomas JEFFERSON. 


oi 
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IN 
WASHINGTON 


Excerpts from Washington Banktrends Weekly 
Review, Washington, D. C. 


LONG-TERM, EQUITY CAPITAL: The problems facing small 
business--manufacturers and retailers--in the 

Post War period,was before the Murray Committee. 
Walter Mitchell, Jr., of Dun & Bradstreet; 

A. Lincoln Filene, New England merchant; Dr. Theo. 
N. Beckman, now of Ohio State University and for- 
merly with the Department of Commerce, and Charles 
Diebold of Niagara National and Western Savings 
banks, Buffalo, N. Y.; asked for action now. While 
their proposals differed in detail, they were 

agreed on some form of underwriting or insurance 

in supplying needed capital. A "PW (Post War) Loan" 
was favored, operating similar to Regulation V, 
under the Reserve Board, by specific Act: of 
Congress. It was stated, but BANKTRENDS was unable 
to confirm, that the Board favored. An official 
countered with the broadening of the proposed 
Industrial Credit Corporation advanced by Chairman 
Eccles, and entered last session as the Mead Bill. 
Dr. Beckman outlined a Government-supported corpora- 
tion in which borrowers would be required to 
purchase stock. 


SECOND WAR LOAN: A $13 billion dollar goal, and 

as much more as it is possible to obtain, is the 
Treasury's aim for the April drive, opening the 
12th. Of the amount $8 billion is to come from 
"non-banking" sources--through War Savings Bonds, 

a 26-year 2%% bond, but a 2% bond for banks, and 
certificates etc. In co-operation the ABA, through 
its Economic Policy Commission, urges bank co-opera- 
tion, even to "welcoming temporary loss of 
deposits," going into purchases of bonds. Stuart 
Peabody, Borden Co., Director of Advertising, will 
Soon acquire all the earmarks of commercial high 
pressure activity. Bankers, generally, will prob- 
ably find it somewhat harder to coordinate their 
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efforts this time than when the drive was what bie 
amounted to practically their own management. But ~ 
all-out effort will be necessary. Look for some 

new "stunts" as General Foods and Borden's merge 
selling ideas! 


RATION BANKING: Meetings with the ABA special 
committee on the subject have been in progress. 
There are many banker complaints over the envelope 
syStem of handling coupons and the excess of ' 
details that the OPA has added to the original pro- 
gram. The OPA announced permission for business 
to open separate ration accounts at different banks, 
or in the same bank, to cover different products-- 
also the use ofduplicate vouchers. The cost of 
handling ration banking accounts is proving unsatis- 
factory, especially for the smaller banks, but 
there are some indications ofrelief. Talk now is on 
giving the smaller banks a flat quarterly retainer. 
Meanwhile, ration banking accounts are increasing 
with the new oil and meat point rationing. An 
OPA-ABA agreement has been reached for lowering the 
cut-off line to $2,500 a month of business. This 
will eliminate many of the small merchants and save 
bank work. Institutional users are to be furnished 
by the OPA large denomination coupons. Small 
restaurants, hotels, are being encouraged by the OPA 
to buy with ration certificates rather than with 
ration checks. A special type of ration book for 
small businesses is in the offing. "The net effect 
of the changes will be to reduce the number of 
ration bank accounts" the OPA says. The envelope 
question is still under OPA-ABA consideration. 


CONSUMER CREDIT: There is, as yet, no indication 
of any major change in Regulation W. The Reserve 
Board is expected to analyze figures on the first 
quarter of this year. This is not likely to be 
completed for several weeks. Unless this analysis 
hows something unusual in trend, the present pro- 

B24 ram will continue. Consumer instalment loans 
outstanding declined by 5% in February to $1,017 
millions. Commercial banks shuwed the largest per- 
centage decline. 


TAXES: It now seems unlikely that any pay-as-you-go 
tax bill can be passed in time to begin July 1, and 
probably not this year. A general tax bill to raise 
the $16 billion additional revenue may include pay- 
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as-you-go. Meanwhile the Treasury has made public 
an excellent study of overlapping City-State-Federal 
taxes. It is proposed to set up a State-Federal 
"Authority" to resolve differences in all types of 
taxesS=--corporate, business, income, sales, auto. 
Copies of the study are being sent to all State 
governors. 


RACC: Rep. Woodrum (D. Va.) has introduced in the 
House ‘a companion Wherry Bill. (H. R. 2368) It is 
now before Agriculture Com. No date yet set for 
hearings on either bill. Kep. Cannon (D. Mo.) is 
considering the introduction ’of an amendment to the 
Agricultural Department appropriation bill, denying 
the use of any funds to be used, directly or 
indirectly, for operating RACC. This is an ABA 

move having possibilities. Meanwhile, Farm Credit 
is seeking to build up opposition. The People's 
Lobby--radical--is publicizing that it is a choice 
between adequate and inadequate food supplies. 
Donald E. Montgomery, Consumer Counsel for the 
UAW-CIO, formerly at Dept. of Agri. said these loans 
to small and middle size farms are absolutely 
necessary. On the other side banker letters to 
Congress continue, including those to key members 
asking them to declare their position, such as 

Sen. O"Mahoney (D. Wyo.), E. E. Placek, as presi- 
dent Country Bank Div. IBA, has sent a letter to all 
members saying he "is, and has been, a militant 
Jeffersonian Democrat for 45 years and a firm 
believer in individual initiative and free enter- 
prise." He asks for help in purging out "socialist- 
communist minded individuals” including A. G. Black, 
FCA Governor. . . Some help may come from the~ 
Supervisory agencies as Senate Banking Com. Ch. 
Wagner asks for opinions. The Reserve Board is 
expected to support the bankers. 


BRANCH BANKING: Wright Patman (D. Tex.), Tom Ford 
(D. Cali.) and Fred Crawford (R. Mich.) led in 
Soliciting FDIC Ch. Crowley's position on the . 
Subject. Patman cited his freeze-branch-bank bill 
(which is supported by the Independent Bankers). 
Crowley said he had "always been an advocate of the 
independent banking system. . . always opposed to 
branch banking . ... it costs about as much to 
Operate a branch as an independent bank. ... We 
Can't look with complacency upon the expansion of 
branch banking . . . we are opposed to extension of 





branch banking." He expressed no certain approval 
of the Patman Bill and, while supporting State 
rights in banking, was opposed to branch banking 
expansion, even within a State, that "added to FDIC 
liabilities.'' Crawford noted that.the trend was 
toward some Supreme Court decision that all banking — 
was interstate in character, which brought -from i 
Crowley the observation that until that was deter- 
mined the FDIC would not take a position against Ome 
State determination of its branch bank problem, but 
with previously noted exception. This appears to 
mean that the FDIC does not openly, at least, 
support the Patman Bill, although favoring its 
objectives. Ford said that on the question of Cali- 
fornia State branch banking he "would be opposed" 

to any Federal law over branches. 


LIQUIDATING THE HOLC: Whether to force early liqui- 
dation and take a sizable loss, or wait 3 or 4 years 
and take much less, was the problem that Com. John 
Fahey put before the Byrd Committee. His argument 
was 32 pages long and proved generally unconvincing 
to the Com. Senators Byrd, McKellar and others. It 
admitted a loss in any event and emphasized that 
war prosperity favored liquidation now, and no one 
knew what conditions would be later. Fahey's 
figures were all based on present high values. The 
Com. will render a report. It has received from the 
Savings and Loan League a strong rebuttal including 
an analysis of Fahey figures, with pointed quest ita 
on some apparent fallacies. 


HOLC TACTICS: HOLC Com. Fahey was sharply antago- 
nistic. He has rallied the radical wing of the 
Administration to his support. He attacked the S &bL 
League by name and the League's supported Dirksen 
Bill which calls for "Package" sales of mortgage 
holdings. He claimed this “impossible.” He again 
blamed the banks for "raiding" HOLC of good mortgage. 
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Finaneial 
Situation. 
Abroad.. 


A Monthly Survey 


OR a long time the military situation has not only out- 
Fk ranked the banking and financial development in 

foreign lands, but has almost or completely obscured 
them. ‘This remained so as of the middle of March, for 
although the Russians had for some time been pushing the 
Germans backward toward their own land, the Germans had 
suddenly shown renewed powers of resistance; in North 
Africa, where the British and Americans had obtained some 
temporary success, they had also experienced checks, and 
in the Southwest Pacific, while an important victory had 
been won over the enemy, the Japanese striking power still 
remains potentially menacing. China continues its long and 
desperate resistance to the enemy in that quarter of the 
world. Air raids in increased numbers and force have lately 
been made by British and American bombers, doing great 
damage to war plants in Germany, Italy and France, and 
heralding, in the opinion of some, the initial stages of the 
much-discussed second front on the Continent of Europe. 
Although the United Nations are now on the offensive, and 
their confidence in final victory remains unshaken, it was 
the opinion of Anthony Eden, the British Foreign Minis- 
ter, while on a visit to the United States, that the war was 
destined to be long drawn out, and with many set-backs. 


The United Kingdom 


On January 1, 1943, an order went into effect which 
completley abolished the inscription of Government stock 
at the Bank of England. Previous to 1941 a purchaser 
of Government stock had to have his holding inscribed at 
the Bank of England, this being the only record of his own- 
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ership of the stock. When he wished to transfer the hold- 
ing, it was necessary for him to be vouched for by a person 
konwn to the Bank of England. The only other method of 
establishing ownership of Government stock was by deed 
register under which method a certificate was issued. A 
1941 order provided that all Government stock issued after 
October 8, 1941, should be inscribed, but that ownership 
should be established by the deed-register method. The 
new order, therefore, extends the same principle to Govern- 
ment stock issued prior to October 8, 1941, thereby abolish- 
ing inscription altogether and insuring equal treatment for 
all Government issues. 

Newspaper advices indicated that for the British fiscal 
year, which ended March 31, the budget might show a sur- 
plus. Should this turn out to be true, the American Goy- 
ernment should lose no time in sending over a commission 
to learn how John Bull manages to live within his means, 
while his Uncle Sam runs so far behind.- 


Australia 


The Government of Australia issued a proclamation, 
effective February 18, 1943, which extends most-favored- 
foreign-nation tariff treatment to imports of goods of United 
States origin. As a result of this proclamation. the Aus- 
tralian intermediate tariff rates, which already apply to im- 
ports from most foreign countries, will now be applicable 
to imports from the United States. 

Australia has a three-column tariff consisting of a British 
preferential, intermediate, and general rates of duty. For- 
merly, all imports from the United States were subject to 
the general rates. The intermediate rates, which in most 
cases are somewhat lower than the»general rates, apply only 
to a limited number of items or subitems in the Australian 
tariff schedule. These intermediate rates now have been 
extended to the United States. Provision also has been 
made for including the United States in the list of “pro- 
claimed countries” which benefit by lower rates of primageé 
duties on certain specified goods. 

[ Under the Australian wartime regulations, all imports 
are subject to license. The present policy is to grant im- 
port licenses only for essential war supplies and materials. 
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Since most of the goods subject to intermediate rates of 
duty do not fall in this category, the full benefits of the above 
concession will not be realized until the return of more nor- 
mal trade conditions. ]|—Foreign Commerce Weekly. 


Cuba 


The Cuban public debt at the end of 1942 was $118,416,- 
000, compared with $123,560,000 at the end of 1941. Of 
the total outstanding at the end of 1942, approximately 
$111,099,000 was foreign and $7,317,000 internal; the cor- 
responding amounts for the end of 1941 were $116,193,000 
and $7,367,000, respectively. None of these figures include 
any estimate for floating debt; at the end of 1942 this in- 
debtedness was believed to be well in excess of 50,000,000 
pesos. 

Under law No. 31 of November 22, 1941, the Govern- 
ment was authorized to obtain a $25,000,000 credit from 
the Export-Import Bank, for agricultural diversification 
and public-works projects. None of this had been received 
by the end of 1942, but it is said that advances against this 
loan will be sought shortly for the purpose of initiating work 
on one of the projects, namely, the repair of the Central 
Highway. Accordingly, decree No. 207 of January 18, © 
promulgated in the Gaceta Oficial of January 26, author- 
ized the Minister of Finance and the persons whom the Cu- 
ban National Development Commission might designate 
from among its members to sign the promissory notes issued 
to guarantee advances made by the Export-Import Bank 
pursuant to the provisions of the contract dated April 8, 
1942, entered into by the Cuban Government and the Na- 
tional Development ‘Commission with the Bank. 

Revenues and expenditures of the Habana municipality 
for 1943 have been estimated at 6,627,000 pesos, compared 
with 5,796,000 pesos for 1942. The 1948 budget includes 
535,000 pesos for payment of the increased salaries of muni- 
cipal employees under law No. 11 of December 3, 1942, 
which provided for an increase of up to 15 per cent in muni- 
cipal and provincial taxes in order to increase the compen- 
sation of municipal and provincial employees throughout 
the island.—Foreign Commerce W eekly. 
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Current Conditions in Canada 


ISCUSSING conditions in Canada, the Monthly Com- 
mercial Letter of the Canadian Bank of Commerce, 
Toronto, for March, says: 

“A moderate increase in manufacturing output was re- 
corded in February, our index of industrial activity rising 
from 204 to 207 (1987-100) and the per centage of factory 
capacity utilized from 128 to 130. The automotive trades 
and the heavy section of the iron and steel industry were 
considerably more active, the former reaching a new high 
in war output and the latter recovering as a result of the ces- 
sation of strikes at two major establishments. The rise in 
the medium section was only slight and the light section was 
unchanged. 

“The food group was lower, with declines in most cate- — 
gories, including cereals and meats. The clothing group 
rose slightly, increased manufacturing of garments and fur- 
nishings (mainly uniforms) offsetting a decline in footwear 
and in some piece textiles. The pulp and paper group was 
lower, but other wood products rose on account of greater 
production in some wood-working plants engaged on Gov- 
ernment orders. ... . 

“Our wage payroll index fell from 230 (revised) in 
December to 218 in January (1937-100). ‘The decline was 
largely seasonal and affected in some degree all main 
branches of industry other than construction.” 

In a review of world trade the Letter comments on 
present and future world trade conditions as follows: | 

“The world trade area is now divided into three fairly 
distinguishable, exclusive sections—Axis-European, Japan- 
ese and the United Nations. Trade differs radically in each 
section. ‘That within Continental Europe during the war 
has been mainly under German control, and the reciprocal — 
exchanges of goods among the various secluded European 
countries has been largely dependent upon what was avail- 
able after the prior German claims had been satisfied. 
Neither Japan nor the areas within its so-called ‘co-pros- 
perity sphere’ have the facilities to process or the ability to 
consume the huge volumes of the various natural products — 
of Eastern and Southeastern Asia, upon the profitable dis- 
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posal of which those countries depend for the maintenance 
of employment and for even minimum prosperity. Nor has 
Japan, now or in early prospect, the manufacturing capacity 
adequate to supply, in return, the peoples secured within 
this region with even their most essential import require- 
ments. 

“In contrast, the Allied program for mobilizing all avail- 
able resources and supplies, those in neutral countries and 
accessible non-belligerent countries as well as their own, 
definitely invdélves a counter-undertaking to endeavor to 
supply those countries with their essential import require- 
ments, so far as the naturally prior claims of the military 
programs allow. This commerce bids fair to extend well 
beyond commodity movement of the war period and so pro- 
vide a large base for the establishment of a new and healthy 
system of trade. Indeed, perhaps the most significant de- 
velopment of the past year has been a series of Mutual-Aid 
Agreements concluded by the United States under the Lend- 
Lease Act, with the United Kingdom, China, the Soviet 
Union and most of the other United Nations. These agree- 
ments carried identical pledges on the part of all the con- 


‘tracting governments to co-operate after the war, in a pro- 
gram designed to promote more liberal conditions for the 
international trading and a more prosperous and expanding 
world economy.” 


BANK OF MONTREAL 


The Business Summary of the Bank of Montreal, dated 
March 24, 1943, comments as follows on current conditions 
in Canada: 

“A five-and-a-half-billion-dollar budget and a broadly 
comprehensive social security blue-print have this month 
been placed before the Canadian people. The latter, in the 
form not of a legislative bill; but of a report for study 
and discussion, outlines estimated costs that would affect 
materially post-war taxation. 

“Presenting his financial statement to the House of 
Commons on March 2, the Minister of Finance placed the 
total of all revenues in the fiscal year now closing at $2,209,- 
000,000, including $100,000,000 of refundable income and 
€xcess profits taxes. These revenues are more than 55% 
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higher than those of the previous year. ‘Tax income rose 
from $1,361,000,000 to $2,136,000,000. Total ordinary ex- 
penditures are estimated at approximately $565,000,000, an 
increase of $121,000,000, while war expenditures are put 
at $3,803,000,000. With miscellaneous charges added, the 
aggregate outlays for the year (fiscal 1942-1943) are esti- 
mated at $4,470,000,000, as compared with the original es- 
timate of $3,900,000,000. Excluding refundable taxes, 
there is a probable over-all deficit of $2,261,000,000. Total 
borrowings during the year are placed at $2,423,000,000. 
The Minister estimates the outstanding unmatured funded 
debt on March 31, 1943, Treasury Bills included, at $7,861,- 
000,000 on which the annual charges will be $205,000,000, 
or 2.6%. In the previous year these charges equalled 
2.9%. 

“For the approaching fiscal year, expenditures are set 
at $5,500,000,000, of which non-war outlays will reach $610,- 
000,000. Budget changes are expected to produce an ad- 
ditional $136,200,000 resulting in a total revenue of $2,752,- 
200,000. Setting this against the estimate of total expendi- 
ture there is a budgetary deficit of $2,748,000,000, repre- 
senting money to be borrowed. 

“The Budget makes no major changes in the basic strue- 
ture just above the exemption levels. ‘There is a new for- 
mula which provides that the income tax on these border- 
line incomes shall not be greater than two-thirds of the 
amount by which an income exceeds $660 in the case of 
single persons and $1,200 in the case of married persons. 
This change removes an anomaly created by the old arrange- 
ment, because under it, in ranges of income just above the 
exemption limits, taxation absorbed every dollar earned 
above the limits. 

“In the Budget, also, the Government completes the 
transformation in the income tax structure begun with the 
deduction of National Defence Tax at the source in 1940 
and carried further last year, both by deducting a graduated 
tax and by collecting the full tax as soon as possible after 
the income, on which the tax is assessed, is received. Per- 
sonal income tax is hereafter to be paid on a current-income 
basis by making the income currently collected at the source 
or paid in quarterly installments apply in respect of the tax 
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to be assessed on the income of this current year, 1943. ‘The 
effect of this change will be to eliminate the lag of about 
eight months in the payment of income tax under the pres- 
ent system and it will benefit specially persons suffering 
or expecting to suffer a reduction in income. Another 
change is that whereas the deductions made at the source 
from earned income have been aiming to collect 90% of the 
total tax liability of the payer, henceforth they will aim to 
collect a larger proportion, namely 95% which, of course, 
means a reduction of the amount to be paid at the end of 
the year. 

“Tn order to put tax payments on a full pay-as-you-earm 
basis and to avoid unreasonable overlapping of two years’ 
taxes, the Budget proposes that, in respect of all earned 
income and of investment income of not more than $8,000 
per annum, the tax liability for 1942 shall be reduced by 
one-half and that, in respect of investment income over 
$3,000, half of the 1942 liability shall be deferred. until the 
death of the taxpayer.” 


INSANE DELUSIONS AND INTUITIONS. 





Democracies may take long to prepare for war or to engage in war, 
but when the free men ard women of a democracy such as ours are at 
war to preserve their‘liberty and their faith, they will never fail to 
excel the regimental slaves of the dictators. We are fighting for our 
own independence, and for the right to live in a decent and-a peaceful 
world. The hosts of Hitler, of the Japanese War Lords and of the 
Italian Fascist racketeers are being slaughtered because of the insane 
delusion of their masters that they could make the resources of the world 
their own individual loot. 

Sumner Wettes, Under Secretary of State. 








BOOKS for 
BANKERS 


Brief Reviews 










THE FUNCTIONS OF THE COMMERCIAL BANKING SYSTEM. 
By J. Brooks Willis. New York: King’s Crown Press, 
1145 Amsterdam Avenue. 1943. Pp, 225. $8. 


THERE ExISTs a real need for a greater understanding of 
the modus operandi of commercial banks as a system because 
of the vital role, in war and in peace, that this system plays 
as a money-creating and credit-issuing institution. Mr. Wil- 
lis successfully meets this need by re-examining the basic 
functions of the commercial banking system and by explain- 
ing the reasons for and the implications of the changing 
composition of bank assets. 

The author’s examination of the nature of the commer- 
cial banking process is undertaken from the standpoint of 
function and he has confined his study, roughly, to the period 
between World Wars I and II, the era in which modern 
banking reached a zenith. The study is based almost ex- 
clusively upon American banking practice. An introduc- 
tory, historical chapter, however, gives perspective to the 
purely financial nature of modern banking and distinguishes 
it from its antecedent institutions. 

The principal aims of the book are: (1) to differentiate 
commercial banking in regard to function from other types 
of financial institutions; (2) to analyze the essential and 
peculiar features of the process; and, (3) to develop the re- 
lation between banking and the financing of debts. 

That Mr. Willis has achieved these goals, even a brief 
examination of the book will show. Furthermore, he has 
summarized his findings with clarity and insight and has 
pointed out certain basic problems which face the adminis- 
trators of banking policy. 
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FINANCING SMALL CorRPORATIONS IN F1vE MANUFACTURING 
INDUSTRIES. 1926-36. By Charles L. Merwin. New 
York: National Bureau of Economic Research, Inc., 
1819 Broadway. 1942. Pp. 172. $1.50. 

SMALL business forms the backbone of the American sys- 
tem of free enterprise, and the present study is an attempt 
to describe in general terms the manner in which one type of 
enterprise in this section of our economy finances its opera- 
tions. The initiating impulse was provided by the decline 
of the commercial bank loan during the 1920’s and 1930's, 
but the scope of the study was broadened to include a gen- 
eral survey of the economic character of small manufactur- 
ing corporations. Stress is laid on the manner in which 
smal] companies obtain and utilize their funds, the profita- 
bility of such enterprises, and the susceptibility to discon- 
tinuance. In particular it has been attempted to clarify 
the meaning of profits, as applied to small business, to point 
out the financial symptoms of approaching discontinuance, 
and to analyze the promptness with which these symptoms 
become evident. 


Cute. A GrocraPpHicaL Extravacanza. By Benjamin 


Subercaseaux. New York: Macmillian, 1948. Pp. 255. $3. 
Unpoustepiy the most talked-of Chilean writer of recent 
years is Benjamin Subercaseaux, and this, his latest book, is 
another best seller in his native country. It is a delightfully 
witty and original description of the geography, resources, 
people and history of Chile, done a little in the vein of van 
Loon’s “Story of Mankind,” and relating the Chilean to his 
background—with its particular climate and setting—in so 
Sharply individual a manner that the country can never 
again be a mere spot on a map. 

It is a distinguished and literary “extravagance” —writ- 
ten to amuse as well as toinform. For Senor Subercaseaux 
has a genial and original style, and, though he is offering to 
the rest of the world a valuable, serious explanation of his 
important South American country, he does it by means 
of good natured satire and unexpected digressions which give 
the spirit as well as the facts of Chilean customs, tempera- 
ments and character. It is a book especially likely to make 
North Americans want to learn still more about this neigh- 
bor country and its inhabitants. ; 





SuRPLus AND DiviwENDs. By Henry Rand Hatfield. Cam- 
bridge, Mass.: Harvard University Press. 1943. Pp. 
48. $1. 

Tuts volume contains the text of the Dickinson Lectures ~ 

in Accounting given by the author at the Harvard Graduate 

School of Business Adminisration in. 1941-42. 

In these lectures Professor Hatfield has discussed with 
his usual penetration and clarity two related problems in 
accounting. He approaches surplus and dividends in the 
light of a thorough familiarity with the historical back- 
ground, but he considers also the added complexities which 
now exist and are likely to exist in the future. These lec- 
tures constitute a summary, by a scholar of long experience, 
of the accounting analysis of these problems. 


THE Economics oF COMPETITIVE BIDDING IN THE SALE OF 
Securities. By John Frederick Weston. Chicago: 
University of Chicago Press. 19438. Pp. 51. $1. 

THE scope of this study will be seen from the following list 
of the chapter headings: Statistics of concentration in under- 
writing management and participation; institutional prac- 
tices in the investment banking industry; economic prob- 
lems raised by the existence of non-competitive practices in 
the investment banking industry; the pricing process; the 
securities and exchange commission’s competitive bidding 
rule; the positive advantages derived from competitive bid- 
ding; arguments against competitive bidding, conclusions 
and recommendations. 


How MANAGEMENT CAN INTEGRATE NEGROES IN War In- 
pusTRIES. Prepared by John A. Davis. New York 
State War Council. Committee on Discrimination in 
Employment. 1942. Pp. 43. 

Tus booklet ‘was prepared in order to give the industrial 

leaders of New York State who have not yet used available 

negroes specific recommendations on how this can be done. 


THE Ration Banxinc Pian. Washington, D. C. Office 
of Price Administration. Pp. 26. 

ContTarns an outline of the plan and the manner and condi- 

tions under which the banks may participate. Also contains 

a complete manual of operating procedure. 
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Boom Corrrr. THE Story oF THE First U. S. MInine 
Boom. By Angus Murdoch. New York: Macmillan. 
1948. Pp.255. $3. 


Srx years before the Forty-niners headed West for Sutter’s 
Creek and Gold, an earlier horde of fortune seekers beat 
their way to the Keweenaw Peninsula, northernmost outpost 
of Upper Michigan. This thumb of land, jutting into Lake 
Superior, was once the richest copper district in the world, 
and its story—never before fully told—makes fascinating 
reading. 

Its first great rush—with the attendant mushroom boom 
towns, saloons, fortunes, gambling, and fabulous characters 
—marks the beginning of one of the most significant epochs 
in American history. Equally fascinating and revealing is 
the story of the growth of the large mining interests and 
the individuals concerned: Alexander Agassiz, who de- 
veloped Calumet & Hecla in order to be rich enough to give 
most of his time to natural history; Ed Hulbert, who vied 
with shrewd Quincy Adams Shaw for control of that com- 
pany; Boston bluebloods, and other owners; the miners; the 
speculators, big and little. 

Here are tales of how mines were found—and missed; 
how two attempts to corner the copper market almost suc- 
ceeded; how miners lived and how they felt about the man- 
agement; and of the great era of paternalism. The book 
is full of lusty yarns, but it is much more than that; it is 
a conscientious, authentic, factual account of the copper 
mines of Keweenaw Peninsula, their operation and opera- 
tors from the earliest days down to the present war. 


Your Income Tax. By J. K. Lasser. New York: Simon 
& Schuster. 1942. Pp.151. $1.00. 


For THE Past eight years Mr. Lasser’s annual editions of 
this useful book have been a valuable aid to the average 
man and woman in making out their income tax returns. It 
is written in simple untechnical language and so arranged 
as to answer quickly and clearly any question that arises 
in making out returns. 

For example, the publishers point out that this book 
tells the reader: 85 steps to take before the end of the year; 
188 legitimate deductions which may be made by salaried 
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people; 173 items you may exclude from gross income; 117 
legitimate deductions based on household expenses; 48 dif- 
ferent taxes deductible by an individual; 190 items that 
are not deductible; 242 deductions which may be made if 
you are engaged in a trade, business or profession; 70 types 
of compensation, dividends or interest that are not taxable 
or where tax may be deferred; 105 changes during 1942 
caused by statutes, ruling decisions. 


Waces As Cost anp As Market. By Edwin G. Nourse. 
Washington, D. C.: Brookings Institution. 1942. Pp. 
43. 25 cents. 

THE AUTHOR’s forthcoming book, “Price Making in a 

Democracy” is being distributed chapter by chapter by the 

Brookings Institution in pamphlet form. The present 

pamphlet constitutes Chapter LX: of the book. 


Tue British War Economy. By Mary E. Murphy. New 
York: Professional & Technical Press, 11 West 42nd 
Street. 1934. Pp. 403. $2.50. 

AN AUTHORITATIVE, fully documented book, this volume, 

the first of its kind to be written by an American and to be 

published in the United States, is devoted exclusively to a 

consideration of the development of the British war economy 

during the three epochal years just ended. It recommends 
itself to teachers and students of economics, war economics 
and the social sciences, to members of Government Depart- 
ments and to other specialists engaged in planning both the 
American war effort and Anglo-American collaboration 
in the war and post-war periods, and to all readers who wish 
facts concerning the economic side of modern warfare. It 
is readable and practical, and contains amply illustrative 
and documented data of special interest to American read- 
ers. 
The scope of this book will be noted from the following 
list of chapter heads: Mobilization of Resources; Expansion 
of Production; Concentration of Production; Recruitment 
of Labor; Conscription of Money; Taxation of Income; Cur- 
tailment of Consumption; Provision of Food; Development 
of Trade and Transportation; Transformation of the Social 
Structure; Transition from War to Peace. 
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THE BANKERS DIGEST 


Letter to the Editor 


Correcting an Error 


In your February issue on page 146, 
you say in connection with the Federal 
Reserve bank notes, “Ralph Robey, 
Financial writer and Professor Walter 
Spahr of the National Economist Com- 
mittee have publicly labelled these notes 
unlawful money, foreseeing inflation in 
their use.” 

I am writing you to make clear that 
I did not call these notes unlawful and 
never said anything that could be so 
interpreted. On the contrary, in the 
only piece that I have written about 
the notes, I quoted from the Federal 
Reserve Act those parts which specifi- 
cally authorize and make legal the 
issuance of such currency. 


RALPH ROBEY 


(Editor’s Note: The statement quoted 
above was taken from Washington 
Banktrends Weekly, a weekly letter of 
Washington news of interest to bank- 
ers. ) 


Advertising and Public 
Relations 


If Uncle Sam Calls You 
The Journal of the Union & New 


Haven Trust Company, New Haven, 
Conn., devotes its entire March issue to 
a reprint from Better Homes & Gardens 
Magazine of an article: entitled “What 
lf Uncle Sam Calls You?” It tells 
What to do about home payments, life 
msurance, soldiers’ benefits, income tax, 
installment payments, making separate 
wills, war savings bonds and social 
security. The bank states that extra 
copies of this issue are available upon 


request. 
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‘‘Make Out Your Own Deposit Slip’’ 


The Morris Plan Bank of Virginia, 
Richmond, Va., has issued a leaflet en- 
titled “Everyone Profits When You 
Make Out Your Own Deposit Slip.” It 
is designed to educate customers as to 
how and why they should make out their 
own deposit slips. 

The inside of the leaflet gives detailed 
instructions on how to make out slips 
correctly with fascimile examples. Ad- 
vantages are listed as follows: 

“You save time at the window . . 
Have a double check on the correctness 
of the transaction. . The slip is in your 
own handwriting. Then the teller must 
check it over before accepting it. This 
keeps mistakes from being made. 

“The other customers save time at the 
window. If the tellers made out all 
deposit tickets, everyone would have 
to wait twice as long to get to the 
window. 

“The tellers can wait on more cus- 
tomers . . . Can give you better service 
—wait on you more quickly. 

“The Bank prefers to have the deposit 
slip made out in the customer’s hand- 
writing so that there can be no question 
as to how much was deposited.” 


Banking By Mail 


A recent advertisement of the Valley 
National Bank, Phoenix, Ariz., is de- 
signed to encourage “banking by mail.” 
Heading reads: “Give Your Ration 
Book a Rest.” Text is as follows: 

“You give your mileage ration book 
a rest—and yourself, too—when you 
use Valley National Bank-by-Mail 
Service. 

“War workers and military personnel, 
ranchers and farmers, suburbaniies and 
city dwellers are using banking-by-mail 
service to conserve precious gasoline 
and tires . . . to save time and trouble. 
They maintain checking and savings 
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accounts, pay bills, buy War Bonds, and 
even obtain thrifty Valley Bank Per- 
sonal Loans, without going beyond the 
nearest mail box. Handy printed forms 
further simplify banking by mail. 

“A telephone call or a postal card to 
any of our 19 offices will bring you a 
folder fully describing the many help- 
ful, convenient features of Valley Na- 
tional Bank-by-Mail Service.” 


‘‘I Have a Whole Bank Working for 
Me’? 


With this eye-arresting heading a 
recent advertisement of the Marshall & 
Ilsley Bank, Milwaukee, Wis., is de- 
signed to show how many ways this 
bank can be of help to its customers. 
Text reads: 

“Marshall & Ilsley Bank guards his 
savings—provides safe-keeping for his 
valuable papers—saves time and _ in- 
creases convenience with checking 
account service. When he purchased a 
home, the “Bank” arranged the financ- 
ing. The Personal Loan Service has 
helped him to meet unforeseen emer- 
gencies. He has found Marshall & 
Ilsley automobile financing to be con- 
venient and economical. And through 
the years, advice and assistance in finan- 
cial planning has enabled him to realize 
more of his ambitions. . . . 

“You, too, will find Marshall & 
Ilsley Bank service is designed to meet 
your banking needs, whether they be 
modest or extensive. You are invited 
to make full use of our facilities.” 


War Bond Campaign 


The Citizens & Southern National 
Bank, Atlanta, Ga., has been running a 
series of remarkably forceful newspaper 
advertisements backing up the war bond 
campaiga. A recent one is headed: 
“Soldiers Both—and Unfraid.” Text 
reads: 

“*T saw my wife go forth one day— 
a look upon her face. It was just a 
little more than twenty-one years ago— 
but the memory has never dimmed. It 
was the look of a soldier—unafraid. 
That night our son was born. 

“*Today for the second time I saw 
that look. This time it was on the face 
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of a soldier—unafraid. Our son had 
joined the Army.’ Bt 

“Men of America—this is for you, 
The things we do in this war back up 
two parallel armies—or navies—or ma- 
rines—or coast guards. Step by step 
with those great forces of our armed 
services marches the brave battalion of 
the Mothers of America. 

“Chin high—eyes bright—they are 
fighting—only the good God knows how 
they are fighting—these soldiers who 
bore the soldiers. With aching hearts 
—with prayerful lips—they are men- 
tally out on every battle-line—on land 
—on the sea—and in the air—fighting 
as only a Mother can fight—for her 


“From these millions of American 
Mothers as with a single voice, comes 
one united call—‘DON’T LET MY BOY 
DOWN.’ 

“Hours of production—dollars for 
War Bonds—denial of comforts—how 
insignificant these become, as our con- 
tribution, when we measure them 
against the Mother who has given her 
boy into the deadly grasp of war. Let's 
back up both these soldiers with every- 
thing we have!” 


A Public Relations Primer 


The Public Relations Committee of 
the Morris Plan Bankers Association 
has edited and published “A Primer on 
Public Relations” which is printed in 
the format of a McGuffey’s First Reader. 
The authors state in their preface: 

“Summarizing the basic and essential 
approach to public relations, we must 
first be sure that we have something 
the public can and will admire; else we 
should, like the pie man, refuse to sell 
our wares and hang up the sign ALL 
SOLD OUT. 

“Assured, however, that what we 
have for sale is first-class, we are then 
ready for a full public relations pro 
gram. We should check the fact that 
our services are such not only to please 
those who use them but that customers 
will return for more services of the same 
quality. We should be sure that from 
their experience they will want to go 
out among their friends and acquaiit 
ances and tell their story to an ever 
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widening group, which, after all, is the 
best and most productive advertising 
force. Under these circumstances it is 
imperative that we promptly set about 
putting into force and effect a public 
relations program by which the public 
will come to appreciate, understand, 
give approval to, and bestow patronage 
upon us.” 

Syd J. Hughes, vice-president, Morris 
Plan Industrial Bank of New York, 
writes that a limited number of extra 
copies are available for those who are 
interested. 


Poster Campaign for War Bonds 


The East River Savings Bank, New 
York, is continuing its 1943 poster cam- 
paign for Savings and War Bonds by 
the use of 24 sheet displays appearing 
in over 40 Manhattan locations. Posters 
are in full color and are illustrated by 
a tank and an industrial plant. Copy 
treads: “Save to Win the War—Save to 
Share the Peace.” The poster was de- 
signed and produced by the Hudson 
Advertising Company, New York. The 
bank would be glad to make the design 
available to out of town banks or to 
Government agencies. 


A New Banking Service 


The First National Bank, Palm Beach, 
Fla., has installed a News Teletype 
Printer which it has leased directly 
from the Associated Press News wires 
through Radio Station WWPG of Palm 
Beach. War news, Washington news, 
financial, sport, social and other forms 
of news come off this ticker at the mo- 
ment it is released by the Associated 
Press, At certain times of the day loud 
speakers, which are permanently in- 
stalled throughout the bank, will an- 
hounce news of outstanding importance 
and this type of news is relayed to the 
bank’s War Bond Department in West 
Palm Beach and to its banking facilities 
at Morrison Field and Boca Raton Field, 
to its nearby correspondents and to its 
alhliate, the First National Bank of Lake 
Fort Worth. 

“Tt is our understanding,” says Presi- 
dent Wiley R. Reynolds, “that this is 


first news teletype service to be 


We Must Know 
Foreign Languages 


1. To do business with South 
America 

2. To improve relations with 
our Allies 


3. To prepare for peace- 
time reconstruction 


America needs men and women who 
speak Spanish, Portuguese, Russian, 
French, German, Italian, Japanese, 
or Chinese! Master your chosen 
language at Berlitz. 


For 64 years Berlitz has never failed! 


BERLIT SCHOOL OF 


LANGUAGES 

630 Fifth Ave: 

International Bldg., Rockefeller Center 

66 Court Street 

.. 2302 First Central Tower 

. Baltimore Life Building 

te aba LE 140 Newbury St. 

. 30 North Michigan Avenue 

CLEVELAND .. Leader Building 
Detroit David Whitney Building 
MINNEAPOLIS 628 Nicollet Avenue 
NEWARK 790 Broad St. 
PHILADELPHIA .. 226 S. 15th Street 
PittTsBuRG Grant Building 
San Francisco Post Street 
WASHINGTON & Eye Sts. 


installed in any bank in the United 
States and it is our hope that both 
our depositors and other friends who 
are not depositors will freely avail them- 
selves of this service which operates 
from 7:00 a. m. until 5:00 p. m. in our 
War Bond Department, main floor.” 


Wartime Trust Advertising 


Under the heading “Wartime Pro- 
visions for Post-War Years” the Equit- 
able Trust Company, Wilmington, Del., 
ran recently a newspaper advertisement 
stressing the need for estate planning 
in a rapidly changing world. Text 
reads: 


“Ten years ago .. . even five... who 
could picture these United States with 
automobiles ruled off the road for pleas- 
ure driving, and gas and tires rationed 
as they must be in wartime? Who could 
foresee the far-reaching dislocations in 
business and in personal living? How 
could a man plan a trust for his family 
in those years that would be workable 
today? 
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DALE BROWN 


Assistant Vice-President, National City 

Bank, Cleveland, Ohio, and recently 

elected third vice-president, Financial 
Advertisers Association. 


“The answer is not far to seek; nor 
is it too complex. Many trust arrange- 
ments were made in those days here at 
the Equitable—just as they are being 
made today—with provisions that pro- 
vide flexibility to meet changing con- 
ditions. 

“In arriving at the best solution for 
your estate, you and your attorney can 
draw upon the group judgment and full 
experience of the members of the Equit- 
able’s Trust Department. Why not 
arrange for a three-way conference with 
an Equitable Trust Officer—now?” 


Public Relations Fellowship 


Edward L. Bernays, public relations 
counsel, has established a Fellowship 
for Research in Public Relations, 
according to an annouricement by Dr. 
John T. Madden, Dean of the New York 
University School of Commerce, Ac- 
counts and Finance. This $1,000 con- 
tribution will be known as The Edward 
L. Bernays Public Relations Fellowship 
for 1943, and is to be awarded to a 
graduate student for the study of the 
public attitudes toward business since 
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1930 as reflected in the press, on 1 
radio, resolutions and actions of the 
different constituent groups that make 
up our society—labor, religious, farm, 
social service, government and other 
groups. 

Mr. Bernays, in making the gift, said, 
“American business has not always had 
that objectivity in its relation to the 
other constituent groups of our country 
that it should have had. A study of 
this kind should present a running pic: 
ture for the period of the changing 
attitudes of the other groups towards. 
what is commonly called “business,” 
Such a study intelligently carried on 
should provide an objective base for 
the new type of industrialist.” 


*‘The Customer’’ 


A brief message entitled “The Cus 
tomer,” which recently appeared in sev- 
eral advertising journals, so impressed 
the Morris Plan Bank of Virginia that 
G. M. Underhill, assistant vice-president, 
had it reproduced on plaques and 
placed one at every teller’s window and 
on every public contact desk in all five 
of the bank’s offices. Text reads: 


The Customer 
. the most important person 
ever in this bank. 

The customer is not dependent upon you 
—you are dependent upon him. 

The customer is not an interruption of 
your work—he is the purpose of it. Yow 
are not doing him a favor by serving him 
—he is doing you a favor by giving you 
the opportunity to do so. 

The customer is not a rank outsider to 
your business—he is part of it. 

The customer is not a cold statistic—he 
is a flesh-and-blood human being with 
feelings and emotions like your own, with 
biases and prejudices—even though he may 
have a deficiency of certain “vit 
which you think important. 

The customer is a person who brings us 
his wants. If we have sufficient imagina- 
tion we will endeavor to handle them 
profitably to him and to ourselves. 

THE MORRIS PLAN BANK 
OF VIRGINIA 


Citizens & Southern Reproduces 1942 
Campaign 
In portfolio form the Citizens & 


Southern National Bank of Georgia has 
recently reproduced its 1942 advertise 
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ing campaign. While this campaign 
must be classed as advertising in that 
it occupied paid space in the news- 
papers, the campaign consisted entirely 
of a series of forty-two inch editorials 
touching on various phases of the war 
effort. Their editorial significance was 
so clearly defined that in a number of 
instances, the newspapers carrying them 


broke their editorial page to insert the 


Citizens & Southern message as the only 
advertisement on the page. 

The philosophy of the campaign is 
best explained in part of the foreword 
in the portfolio: 


In the struggle for the material gains of 
life many lose sight of the fact that 
material things mean nothing except in 
relation to people. Too often bankers have 
been charged, unjustly, with lack of such 
a point of view. 

Few banks have a broader relation with 
people than does the Citizens and Southern. 
Serving the equivalent of every twenty- 
fourth, man, woman, and child in the entire 
population of the State of Georgia, ours is 
essentially a bank for all people. Our basic 
slogan—“No Account Too Large . . . None 
Too Small,” originated many years ago, 
makes our policy manifest. 

Anything which affects people is, there- 
fore, a matter of real concern to our bank. 
Back in July, 1941, when national prepara- 
tion was primarily an exercise of the old 
caution—“In time of peace prepare for 
war”—we felt that even the cost of defense 
preparation held an economic significance 
which should be interpreted to people. 

Accordingly we started a series of edi- 
torial advertisements addressed to people 
through sixteen newspapers of Georgia and 
South Carolina. From defense to war was 
but a brief step as we all know and the 
problems merely became more complex. To 
that was added the need for many voices 
to unify thinking and spur action. Our 
campaign became even more vital—and was 
continued throughout 1942. 


Speaking of the campaign, Lewis F. 

tdon, vice-president in charge of 
Public Relations for the eighteen banks 
of the Citizens & Southern system makes 
the following comments: 


Public reaction to this campaign has indi- 
cated clearly that people do look to their 
banks for leadership in both thinking and 
action — particularly in situations which 
affect them economically and financially. 
In discussing any given situation we have 
approached it with no bias or prejudice 
except that of the good of the nation and 


the winning of the war. On occasion we 
have dared to be critical of both capital 
and labor and even of general public apathy 
in particular situations, yet even those 
criticized have conceded our fair and frank 
approach and have accepted our comments 
as being pointed toward the one end on 
which the nation is united—victory at the 
earliest possible moment and at the least 
posible cost in men, money and materials. 

How far our efforts have been extended 
by others we will never know. Corporations 
have requested reprints by the thousands 
for distribution to their employees. The 
messages have been reprinted in many 
employee magazines and house organs. 
Speakers have read them from public plat- 
forms in War Bond rallies and other. gather- 
ings. Banks in. various sections of the 
country have written asking permission to 
use various messages in whole or part in 
their own advertising. All of this represents 
not only an extension of our own war effort, 
but, if you want to measure it commercially, 
extended publicity and identification of our 
bank. 

If someone wants to get tough about it 
and put a commercial yardstick to the 
whole program, to him we say that during 
the period of the campaign our deposits 
have increased from one hundred and 
twenty millions to two hundred and four 
millions—a gain of 70% in a two year 
period. Beyond that has come the surpris- 
ing reaction of having many people come 
to our bank to open accounts, stating 
frankly that they liked our spirit of. fight- 
ing the war and wanted to do business with 
us. 

The American people want to win the 
war—that is obvious. They like anyone 
who is helping to achieve that end. How 
better can banks gain public good will than 
by indicating to the public through adver- 
tising—that they are in there fighting? 


Special Checking Accounts 


California Bank is stressing its spe- 
cial checking accounts in its recent ad- 
vertising and also in all of its advertis- 
ing a slogan reading “For the Duration, 
Pay by Check & Bank by Mail . . . Save 
Tires & Gas, Time & Energy.” Com- 
menting on this advertising Rod Mac- 
lean says: 

“Special checking accounts are de- 
signed to reach a segment of the popu- 
lation which has not previously used 
checking-account service to any great 
extent—war workers, stenographers and 
housewives are singled out in one of our 
recent ads as persons who would find 

(Continued on page 364) 
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(Continued from Page 361) 


this new service particularly useful. 

“Inaugurated December 28 of last 
year, special checking accounts won in- 
stant favor in and around Los Angeles. 
During the pre-war decade California 
Bank advertising featured loan service 
almost exclusively. With the exception 
of credit for producers of war mate- 
rials and other necessary goods, we do 
not believe it is in the public interest 
to seek loans in a war economy. Check- 
ing account service is another matter. 
Use of this service enables people to 
save their tires and gasoline, time and 
energy. It helps to relieve the strain 
on the Government mints, due to the 
tremendously expanded demand for 
silver and currency brought about by 
wartime pay rolls. Used in conjunc- 
tion with bank-by-mail service it per- 
mits users to make out checks in their 
own homes to creditors and thus pay 
their bills through the nearest mail box. 
It also offers a safer, more efficient way 
to manage money than does operating 
on a cash basis. The cost of using a 
checking account compares most favor- 
ably with other utility-type services.” 


Employe Magazines 


Recently the Chief of the Public Re- 
lations Branch of the Army Air Forces 
expressed the opinion that stimulation 
of morale among key groups of indus- 
trial workers is an important duty of 
public relations officers. “The best 
media for this type of public relations,” 
he stated, “are the industrial house or- 
gans.” Many helpful facts about in- 
dustrial house organs are brought out 
in a new study entitled “The Contenis 
of 325 Employe Magazines,” issued by 
the Policyholders Service Bureau of the 
Metropolitan Life Insurance Company, 
New York. 

This report is the second of a series 
on the subject of employe publications 
issued by the Bureau in recent months 
and is concerned with the matter of con- 
tents and methods of checking employe 
interest. It is based on a review of 325 
American and Canadian employe publi- 
cations, supplemented by consultation 
with editors of 88 publications. 
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The report contains a detailed 
which summarizes different types of ma- 
terial found in the publications studied, — 
Significant points about each type of 
material are discussed, and many repro: 
ductions are used to show how they are 
illustrated. Particular attention is paid 
to material that has application to pres 
ent-day problems of quickly acclimating 
large numbers of new employes, in- 
cluding many women, to new surround. 
ings and new pursuits. 

Several pages of the report are de- 
voted to the subject of checking reader 
interest. Among the devices considered 
which are used to measure the success 
of the publication are informal checks, 
questionnaires, and surveys. Examples 
are given to show how these devices 
have been used and the results that have 
been attained. 


Personal 


Elliot W. Frank 


Elliot W. Frank has been appalallll 
vice-president of the LaSalle National 
Bank of Chicago. Mr. Frank entered 
the banking field about twenty years 
ago as National bank examiner for the 
8th Federal Reserve District, later be- 
coming vice-president of an outlying 


Chicago bank. 


Otto Jeidels 


Otto Jeidels has been appointed vice- 
president and vice-chairman of the gen- 
eral finance committee and a member 
of the advisory council of Bank of 
America, San Francisco. For the past 
four years Mr. Jeidels has been a part 
ner of Lazard Freres and Co., New 
York, and previous to that was a well 
known European banker. 


William E. Campion 


William E. Campion, senior employe 
in length of service of the East River 
Savings Bank, New York, has retired” 
having been with the bank since 1899. : 
He had the singular distinction of hav- 
ing served the bank longer than any” 
other employe in the bank’s 94-year hiss 
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jory, serving under two of the three 
secretaries of the bank and six of its 
nine presidents. 


Marland C. Hobbs 


Marland C. Hobbs has been elected 
to the board of the State Street Trust 
Company, Boston. Mr. Hobbs is vice- 
resident and director of Arlington 
Mills and is also a director of Atlantic 
Rayon Company and Nonquitt Mills. 


Two New Directors for Palm Beach 
Bank 


The First National Bank in Palm 
Beach, Fla., has elected two new direc- 
tors. They are: Harry G. Fannin, chair- 
man and president of the Commercial 
Bank in Panama City, Florida, and 
chairman of the board of directors. of 
the American National Bank in Jack- 
sonville, and J. L. Owen, chairman and 
president of the Mercantile National 
Bank of Miami Beach, Fla. Both men 
have had many years of banking expe- 
rience and are widely known in Florida 
banking circles. 


Bank of America Personnel Changes 


Word comes from San Francisco of 
a new disposition of officers of the 
Bank of America connected with the 
combined Banks and Bankers and Busi- 
ness Extension departments at the 
bank’s northern headquarters. 

The changes are in line with the 
well known policy of the bank to pro- 
vide officers with opportunities to 
acquire broad experience in all lines 
of the institution’s activities. 

D. Porter Dunlap, vice-president, 
universally known among. the nation’s 
bankers, has been assigned to the 
Market-New Montgomery office of the 
bank in San Francisco. This is one of 
the key offices of the Bank of America 
in the Bay area from the credit point 
of view. 

Mr. Dunlap, a Stanford graduate and 
twice decorated veteran of the first 
World War, began his banking career 
on July 1, 1920, when he entered the 

reign training class of National City 
Bank of New York. Two years later he 
became a Land Bank examiner for the 


U. S. Treasury Department, but after 
two years of that he returned to Cali- 
fornia, joining the Bank of America in 
1929. 

His advancement with that organiza- 
tion was rapid, and in 1933 he was ap- 
pointed vice-president at San Francisco 
headquarters in charge of the Banks 
and Bankers Division. On January 1, 
1942, the Business Extension Depart- 
ment was added to his field. During the 
past decade he has travelled widely on 
behalf of Bank of America and has been 
regularly in evidence at the A. B. A. 
and other banking conventions. 

Earl Lee Kelly, vice-president in 
charge of the special war activities of 
the Bank of America, has added Mr. 
Dunlap’s former duties to his jurisdic- 
tion. Mr. Kelly joined the Bank of 
America on January 1, 1939, after serv- 
ing the state of California as chairman 
of the Highway Commission two years 
and as Director of Public Works seven 
years. It was under his general super- 
vision for the State that the two great 
bridges, the Golden Gate and the San 
Francisco-Oakland Bay structures, were 
built. 

Harry R. Smith, assistant vice-presi- 
dent, who also is widely known among 
bankers of the nation through his 
assignment to Bank of America’s Banks 
and Bankers Division since 1937, will 
continue his field contacts for the bank’s 
northern division. Born in Philadel- 
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phia, Mr. Smith’s first banking connec- 
tion was with the Union Dime Bank of 
New York. He migrated westward, first 
to Denver, then to California, joining 
the Bank of America organization in 
1920. As an avocation he has been 
extremely active in the bankers’ educa- 
tional field, and will be remembered as 
national president of the American In- 
stitute of Banking during the 1939-40 
term. 

P. R. Williams, vice-president, who 
is equally well known among America’s 
bankers, and has held high office in the 
American Bankers Association for 
many years, will continue to act as 
head of the Banks and Bankers Depart- 
ment in the Southern California Divi- 
sion, with Los Angeles as his head- 
quarters. 


Robert H, Craft 


Robert H. Craft has been appointed 
vice-president and treasurer of the 
Guaranty Trust Company, New York, to 
succeed Robert L. Garner, vice-presi- 
dent and treasurer who has resigned to 
become vice-president in charge of 


finance of the General Foods Corpora- 


tion. Mr. Craft has been with the 


Guaranty Trust Company since Sep- 
tember, 1929. 


John K. Garrigues 


John K. Garrigues has been ap- 
pointed first vice-president of the Dela- 
ware Trust Company, Wilmington, 
Del. Mr. Garrigues has been trust 
officer, vice-president and director of 
the bank since 1928 and was formerly 
primarily identified with the trust de- 
partment. This appointment extends 
his responsibility to include both bank- 
ing and trust operations. 


Convention Dates 
Owing to war conditions, conventions 
are subject to change and cancellation. 


May 5-6—Arkansas Bankers Associa- 
tion. Arlingtor, Hotel, Hot Springs. 
May 6-7—National Association of 
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Mutual Savings Banks.’ Waldork 
Astoria Hotel, New York City. =~ 

May 6-7---Oklahoma Bankers Asso 
ciation. Shirvin Hotel, Oklahoma 
City. . 

A 8—New Mexico Bankers Asso. 
ciation. Hilton Hotel, Albuquerque. — 

May 14-15—New Jersey Bankers 
Association. Hotel Pennsylvania, New 
York City. (Probable Dates.) 

May 17-18—Industrial Bankers Aim 
ciation. Annual Institute. Edgewater 
Beach Hotel, Chicago. 

May 18-19 — Mississippi Bankers 
Association. Jackson, Miss. 

May 19-20—California Bankers Asso- 
ciation. Los Angeles. 

May 19-20—Pennsylvania Bankers 
Association. Bellevue-Stratford Hotel, 
Philadelphia. 

May 20—Alabama Bankers Associa- 
tion. Birmingham. 

May 20-21—Maryland Bankers Asso- 
ciation. Baltimore. 

May 21—New Hampshire Savings 
Banks Association. Carpenter Hotel, 
Manchester, N. H. 

May 21—New Hampshire Banker 
Association. Carpenter Hotel, Mam 
chester. 

May 22—Kansas Bankers Associa- 
tion. Topeka. 

May 25-27—Texas Bankers Associa- 
tion. Fort Worth. 

May: 26-27—Indiana Bankers Asse 
ciation. Indianapolis. 

May 26-28—Illinois Bankers Associa 
tion. Palmer House, Chicago. 

June 9-10—American Institute of 
Banking. Chicago. 

June 9-10—Virginia Bankers Asso 
ciation. Jefferson Hotel, Richmord, 

June 10-11—Missouri Bankers A % 
ciation. Jefferson Hotel, St. Louis.) 

June 14-26—Graduate School of 
Banking. N. J. College, New Bruns 
wick, N. J. 

June 16-18—Minnesota Bankers Asse 
ciation. Hotel Nicollet, Minneapolis. — 

June 21-22—Montana Bankers Asse 
ciation. Hotel Northern, Billings. ~~ 

June 23-24—Wisconsin Bankers Asi 
ciation. Milwaukee. 

June 23—Colorado Bankers Associ 
tion. Shirley-Savoy Hotel, Denver. t 
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ABA 
Social Security Committee Appointed 

Appointment of a special A. B. A. 
sub-committee on Social Security has 
been announced by W. L. Heminway, 
president of the American Bankers 
Association. It will be a sub-committee 
of the Committee on Federal Legisla- 
tion, of which A. B. A. Vice-President 
A. L. M. Wiggins is the chairman. 

The function of the sub-committee on 
Social Security will be the continuing 
study of information, opinion and pro- 
posals bearing on this subject and the 
development of appropriate material. 

The sub-committee consists of five 
members under the chairmanship of 
Rudolph E. Reichert, president, Ann 
Arbor Bank, Ann Arbor, Michigan, 
formerly Banking Commissioner of the 
State of Michigan. Those serving with 
Mr. Reichert will be: Carl W. Fen- 
ninger, vice-president, Provident Trust 
Company, Philadelphia, Pennsylvania; 
Tom K. Smith, president, The Boat- 
men’s National Bank, St. Louis, Mis- 
souri; L. A. Tobie, president, Meriden 
Savings Bank, Meriden, Connecticut, 
and C. C. Wattam, secretary, North 
Dakota Bankers Association, Fargo, 
North Dakota. 


Anniversaries 


Webster & Atlas Celebrates 110th 
On March 28 last the Webster & 
Atlas National Bank of Boston cele- 
brated its 110th anniversary. The 
is a consolidation of the Atlas 
Bank, which was chartered on March 
28, 1833, and the Webster Bank, char- 
tered June 16, 1853. They combined 
in 1904. Both had nationalized when 


the national banking system was created. 
Webster and Atlas has effectively 
tetained the atmosphere of its more 
lan a century of existence, and com- 
bined with it the spirit and facilities of 


modern banking service. At one and 
} same time it continues to live up 
loits reputation as one of Boston’s old, 
conservative institutions typical of New 
dignity and caution, and makes 


available the latest design in banking 
Service. 


Raymond B. Cox, president of the 
Webster and Atlas National Bank, has 
been with the institution for 28 years, 
and was made president in November, 
1920. 


Banks and the War 


Bond Subscriptions and Bank 
Deposits 


“One reason,” says the March Letter 
of the National City Bank of New York, 
“that has deterred many banks through- 
out the country from putting idle funds 
fully to work in the purchase of néw 
Treasury issues has been the fact that 
bank excess reserves are now much 
smaller than those upon which banks 
have been accustomed to operate in the 
past. Only recently have the banks 
worked under the new Federal Reserve 
pattern of limited excess reserves, but 
ready facilities for the sale of and re- 
purchase of Treasury bills to and from 
the Reserve Banks as a means of adjust- 
ing their reserve position. 

“Neither is there a clear understand- 
ing of precisely what happens when 
banks subscribe to new Treasury issues. 
This is largely done by crediting Treas- 
ury ‘war loan deposits’ on their books. 
When the Treasury needs these funds 
for disbursements, their subsequent 
transfer to the Federal Reserve Banks 
for government account involves only 
a temporary loss to the banking system. 
As the funds are paid out almost imme- 
diately they return to the banks in the 
form of ordinary individual and com- 
mercial deposits. 

“The various ups and downs of gov- 
ernment deposits in the banks last year 
were accompanied by a steady rise in 
ordinary demand reposits. While the 
heavy December financing resulted in 
the building up of government deposits, 
and a considerable draft on demand de- 
posits, the subsequent Treasury expen- 
ditures resulted in a drawing down of 
government deposits and a rebuilding 
of other deposits, which on February 
17 reached levels higher even than 
before. 

“It is true that in this flow of funds 
into and out of the Reserve Banks for 
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account of the Treasury, the deposits do 
not always come back to the same banks. 
As already noted, there is a strong tend- 
ency for deposits to flow toward those 
areas active in war production. It is 
interesting to find, however, that while 
some districts have gained deposits 
much more rapidly than others in the 
year and a half since the national de- 
fense program got under way, there 
have been substantial gains in all Fed- 
eral Reserve Districts, and in the central 
reserve and the reserve cities as well as 
couniry banks. 


“This growth of deposits and con- 
sequent increase of reserve require- 
ments, together with a large expansion 
of currency, without borrowing of banks 
from the Federal Reserve Banks, has 
been made possible by the policy of the 
Reserve Banks in making additional 
reserves available as needed through 
open market purchases of government 
securities and lowering of the legal per- 
centages of reserves required against 
bank deposits. 

“The pending bill in Congress spon- 
sored by Senator Wagner and Congress- 
man Steagall exempting war loan de- 
posits in banks from the usual legal 
reserve requirements, and from Federal 
Deposit Insurance assessments, is in- 
tended to give further aid to banks in 
carrying the heavy load of their share 
of Treasury financing. The bill, which 
would apply until six. months after the 
end of the war, has the approval of the 
Treasury and the various federal bank 
supervisory agencies. 


“The proposal to remove war loan 
deposits from the category of deposits 
requiring reserve would mark a return 
to the practice that prevailed during the 
last war and up to enactment of the 
Banking Act of 1935. There are good 
grounds for the move in the fact that 
government deposits are, and will con- 
tinue to be, secured 100 per cent by 
government bond collateral. The prac- 
tical effect of the change would be to 
postpone the need for added reserves 
until the war loan deposits created by 
government borrowing are converted 
into ordinary deposits through Treas- 
ury expenditures. Since this takes place 
gradually, it would mean spreading the 
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need for increased reserves over 
longer period, thus giving the 
greater opportunity to make adjust: 
ments and minimizing possible pres 
sures on the market. Moreover, sing 
there is always a certain amount of war 
loan deposits in the banks, the new law 
would to this extent bring about a 
permanent reduction in reserve require- 
ments and an increase in excess reserves, 
“The proposal to exempt war loan 
deposits from the Federal Deposit In- 
surance assessment of 1/12 of 1 
cent annually is warranted both by the 
growth in income and total assets of 
the Federal Deposit Insurance Corpora- 
tion and by the fact that war loan de- 
posits represent investment not in risk 
assets but in U. S. Government securi- 
ties. It will help promote a wider par- 
ticipation in federal financing by banks 
throughout the country. As the deposits 
pass out of war loan accounts and 
merge with other deposits, they will of 
course become subject to assessment. — 
“When the permanent deposit insur 
ance plan was adopted in 1935, deposits 
of insured banks totalled approximately 
$45 billions, and assessments in the 
first full year of the plan amounted to 
$35 millions. By the end of 1941 the 
deposits had grown to $71 billions and 
assessments to $51 millions. In the 
same period the income from invest 
ments increased to over $10 millions, 
while total assets of the fund wow exceed 
$650 millions, more than 80 per cent 
invested in government securities. 


“With the way these funds have beer 
piling up, the time ought to come be 
fore very long when the rate of assess 
ment can be reduced. In the uncer 
tainties of the war period, there is @ 
natural reluctance to give considera~ 
tion to this problem, but it will have 
to come eventually because of the bur 
den upon the banks which should be 
accumulating earnings and ! building # 
strong capital position in order to 
their part in financing post-war indus 
try and employment. 2 

“While an insurance fund of ond 
half a billion, or even a a 
may not appear large when 
against the aggregate of deposits, it if 
obviously impossible to build a 
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large enough to pay off all depositors 
in the country. All that can be hoped 
for is to provide protection in limited 
emergencies, and by prompt action 
forestall the spread of panic involving 
other institutions. Beyond that, safety 
in banking and security for bank deposi- 
tors depend upon supervision and good 
management that will hold down bank- 
ing losses, and upon an adequate 
cushion of bank capital to absorb 
losses.” 


Bankers on National War Fund 


The National War Fund Board of 
Directors, which was announced re- 
cently by Winthrop W. Aldrich, presi- 
dent of. the fund, includes members 
from the banking world, as follows: 

Charles F. Adams, chairman of the 
board of the State Street Trust Com- 
pany of Boston; Jean B. Adoue, Jr., 


‘president, National Bank of Commerce, 


Dallas, Texas; Raymond N. Ball, presi- 
dent, Lincoln-Alliance Bank and Trust 
Co., Rochester, New York; Philip A. 
Benson, president Dime Savings Bank 
of Brooklyn; J. Herbert Case, director, 
City Bank Farmers Trust Co., New 
York; Walter J. Cummings, chairman 
of the board, Continental Illinois Na- 
tional Bank and Trust Co., Chicago; 
Byron M. Edwards, president, the South 
Carolina National Bank, Columbia, 
8, C.; Charles T. Fisher, Jr., president, 
National Bank of Detroit; Robert M. 
Hanes, president, Wachovia Bank & 
Trust Co., Winston-Salem, N. C.; Gor- 
don S. Rentschler, chairman of the 
board, National City Bank of New 
York; Tom K. Smith, president, Boat- 
men’s National Bank, St. Louis, Mo.; 
M. S. Szymezak, board of governors, 
ol Reserve System, Washington, 


The National War Fund will under- 
to raise and distribute adequate 
to meet the reasonable require- 

ments of all approved war-related ap- 
peals, except the American Red Cross, 
ugh co-ordinated campaigns to -be 
held next fall, Mr. Aldrich explained. 
lus, for the first time, the people of 
the United States will have the opportu- 
tity to:contribute in a single campaign 


for services for our fighting forces, for 
war relief for our Allies and for needs 
on the home front. 

Officers of the National War Fund 
were announced as follows: 

Winthrop W. Aldrich of New York, 
president; Ralph Hayes of Wilmington, 
Del., secretary; Gordon S. Rentschler of 
New York, treasurer; Gerard Swope of 
New York, chairman of Budget Com- 
mittee; and Henry M. Wriston of Provi- 
dence, R. I., chairman of Public Rela- 
tions Committee. 


Participants in the National War 
Fund will be decided by the board of 
directors who will act on recommenda- 
tions of the Budget Committee, headed 
by General Swope, and will consult with 
the President's War Relief Control 
Board. Preliminary membership now 
includes the USO; the British War Re- 
lief Society, Inc.; Unite? “ina Relief, 
Inc.; the Queen Wilhelr«);.: “und, Inc.; 
Greek War Relief Association, Inc.; 
Polish War Relief, Inc.; Russian War 
Relief, Inc.; United Yugoslav Relief 
Fund; American Social Hygiene Asso- 
ciation, Inc.; War Prisoners Aid Com- 
mittee, YMCA; World: Emergency and 
War Victims Fund, YWCA; U. S. Com- 
mittee for the Care of European Chil- 
dren; United Seamen’s Service, Inc.; 
French Relief Fund, Inc.; Norwegian 
Relief; the Belgian Relief Society, Inc..;. 
National CIO Committee for American 
and Allied War Relief; United Nations 
Relief of the A. F. of L.; Refugee Relief 
Trustees, Inc. 

In those cities where there are com- 
munity chests already organized, Mr. 
Aldrich said, the Nation.: War Fund 
will work in conjunction with the chests 
in their annual campaigns. 

“The National War Fund,” Mr. Al- 
drich said, “is a creation of the Ameri- 
can people themselves, in that com- 
munity leaders everywhere have been 
insistently demanding a unified effort 
to finance our essential philanthropies 
at one time and under one appeal. 

“More than three hundred cities con- 
ducted just such united war appeals in 
1942 and met with distinguished success 
everywhere. 

“These cities have already proved for 
us, on a local level, that unity and sim- 
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plicity arouse unanimous and enthu- 
siastic support from every walk of life 
and all sections of the community. 

“The National War Fund, therefore, 
is merely a logical extension of a move- 
ment originating with the public, and 
for which the generous support of the 
public has already been convincingly 
demonstrated.” 


Changes 
Chase Takes Over Chemical Branch 


The Chase National Bank, New York, 
has acquired the banking business of 
the Chemical Bank and Trust Company 
branch at Broadway and 73rd Street 
and will operate a branch at that loca- 
tion. The Chase branch at 86th Street 
and Broadway has been discontinued 
and the business and staff of that office 
have been transferred to the com- 
modious banking quarters in the new 
Chase location at Broadway and 73rd 
Street. 


Country Banks 


Five Point Progrem 


The committee on Groups and Clear- 
ing House Associations of the Virginia 
Bankers Association has submitted the 
following “Five Point Program” for 
local bankers organizations: 

1. Buy War Bonds consistently for 
your banks’ investment accounts and 
sell them aggressively to your banks’ 
customers and others. LET FIRST 
THINGS COME FIRST. 

2. Review your interest rates and 
terms for savings accounts. Are you 
sure your banks can afford your present 
rates and terms under current condi- 
tions? 

3. Review your charges aud analysis 
terms for handling checking accounts 
and other banking services. Are you 
sure they are adequate for these 
services? 

4. Are your loan policies attractive; 
and do they fit the needs of your com- 
munity? Are they consistently in line 
with competition from Government 
Lending Agencies? 
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5. Are your Public Relations pp 
grams up to date and complete? — 
you cheerfully and fully tell your cus 
tomers why you follow certain poli¢ 
or practices? 


Byrd Committee Urges End to 
RACC 


Discontinuance of the lending activi 
ties of the RACC loan program and the 
consideration by Congress of legisla: 
tion providing for the immediate 
liquidation of the Regional Agricul 
tural Credit Corporations were the. prin- 
cipal recommendations made to Con- 
gress by the Joint Committee on Re 
duction of Non-Essential Federal Ex 
penditures—Senator Harry F. Byrd, 
chairman—in the report of its investiga: 
tion of the RACC submitted to Congress 
on March 12. 

In addition the committee recom- 
mended that the Secretary of Agricul 
ture immediately issue a regulation re 
quiring the various lending agencies 
under its jurisdiction to discontinue the 
solicitation of loans. In all, the com 
mittee made six recommendations, which 
are as follows: 


1. That the Department of Agricuk 
ture immediately discontinue the lend 
ing activities of the Regional Agricul 
tural Credit Corporation loan program. 

2. That Congress consider legislation 
providing for the immediate liquide 
tion of the regional agricultural credit 
corporations, and that all funds not 
needed in the lipuidation of such cor 
porations be returned immediately to 
the Treasury of the United States. 

3. That the Secretary of Agriculture 
immediately advise Congress as to how 
the various lending agencies of the De 
partment of Agriculture can best sift 
plify and consolidate their activities @ 
order to prevent duplication and over 
lapping in the power to loan 
thereby reducing to a minimum the per 
sonnel engaged in such lending active 
ties as well as the cost of administration. 

4. That the Congress enlarge “t@ 
statutory authority .of the emergeney 
crop and feed loan program of the Farm - 
Credit Administration, which is already § 
in existence, in order to provide 
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for farmers when such a need is required 
in furtherance of the war food produc- 
tion program. Senate Bill No. 715 is 
now before the Senate Agriculture Com- 
mittee. 

5. That the Secretary of Agriculture 
immediately issue a regulation requir- 
ing that the various agricultural lend- 
ing agencies discontinue the solicitation 
of borrowers. 

6. The committee express the hope 
that existing private banking institu- 
tions will make available agricultural 
loans at interest rates as low as possible 
consistent with the nature of the secur- 
ity pledged therefor. 

The report resulted from hearings 
held by the committee on February 17 
and 19 at which the American Bankers 
Association presented extensive testi- 
mony through a number of witnesses 
under the direction of Vice-President 
A. L. M. Wiggins, who is chairman of 
the A. B. A. Committee on Federal Leg- 
islation. 

It criticizes the Department of Agri- 
culture severely for its action in reviv- 
ing the dormant RACC as a general 
lending agency in agriculture. It sup- 
ports the position taken by the A. B. A. 
in opposing the project. It confirms 
the testimony of A. B. A. witnesses that 

plan is not a war necessity nor one 
which will not compete with banks. On 
the contrary, it states that “increased 
food production is not dependent on 
new sources. of credit,” and demon- 
strates that RACC representatives are 
aggressively soliciting loans in competi- 
tion with country banks. On this latter 
point, it says: 

“Evidence adduced at the hearings 
shows that this new program is admin- 
istered by the Farm Credt Administra- 
tion of the Department of Agriculture, 

agents are located in more than 
3,000 counties throughout the United 

. - - . In each county loans are 
now being solicited. 

“In considering the competition given 
the country banks by the RACC pro- 
on there was ample evidence that the 

CC loan representatives were ac- 
lively engaged in soliciting loans, 

tough a concentrated publicity cam- 
Paign, utilizing the radio and press. 


Although the representatives of the De- 
partment of Agriculture denied this, 
exhibits introduced at the hearing and 
the testimony of several witnesses 
showed conclusively that the RACC pro- 
gram was being widely advertised in 
an attempt to induce farmers to utilize 
government credit and no attempt was 
being made to save this credit for those 
farmers who are unable to secure credit 
from the country banks.” 

The committee summarizes its find- 
ings under nine headings, and these are: 


1. The Regional Agricultural Credit 
Corporation loan program was created 
during the emergency of 1932 and 1933 
in order to extend credit to farmers in 
the midst of a national drought. This 
particular credit emergency no longer 
exists. ‘ 

2. The revival of the Regional Agri- 
cultural Credit Corporation loan pro- 
gram duplicates wholly, or partially, 
the lending activities of 19 other Fed- 
eral agricultural lending agencies per- 
forming identical, similar, or related 
functions. 

3. The Regional Agricultural Credit 
Corporation’s loan program, by solicit- 
ing credit where the field is drastically 
limited, is depriving private lending in- 
stitutions and country banks of their 
normal loan business. 

4. The Regional Agricultural Credit 
Corporation’s loan program may 
weaken the structure of over 11,000 
country banks, which are carrying a 
great burden of the Food for Freedom 
program, and the direction of and col- 
lections from War Bond sales in their 
respective communities throughout the 
United States. 

5. The full and complete operation 
of the Regional Agricultural Credit Cor- 
poration in the wartime field of credit 
and in the war food growing effort will 
impede rather than increase the produc- 
tion of food. 

6. The greatest obstacle to the attain- 
ment of food production goals in 1943 
will not be lack of credit from another 
government bureau but the diminishing 
supply of manpower available for work 
on the farms and the lack of farm ma- 
chinery. 

7. The services of the more than 3,000 
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full-and part-time employes who will be 
required in the administration of the 
Regional Agricultural Credit Corpora- 
tion could be put to better use in some 
other phase of the war program: 

8. The system for county clearance 
of loans under the Regional Agricul- 
tural Credit Corporation program is not 
based on sound business principles. — It 
will foster loose lending practices and 
speculation, which will be chaotic to 
the national war food growing effort. 

9. In_ re-establishing the Regional 
Agricultural Credit Corporation loan 
program on such a large scale, it is evi- 
dent that the Farm Credit Administra- 
tion deemed it necessary to extend credit 
to farmers. However, the committee 
was unable to find any evidence which 
indicated that more than a cursory in- 
vestigation was made by the Farm 
Credit Administration of this problem. 


Legislation 


Summary of Federal Legislation 


tion of the American Bankers Associa- 
tion has issued in pamphlet form a 
summary of the Federal Legislation 
Affecting Banking of the 77th Congress. 
It contains digests: of the more impor- 
tant laws affecting banking enacted by 
the 77th Congress in the years 194] and 
1942. In a letter of transmittal to the 
members of the A. B. A. President W. L. 
Heminway stated: 


The 77th Congress established a record 
for continuous service, thaving been in 
session for practically the entire two-year 
period 1941-1942. These years were momen- 
tous ones for this country. 

During most of the year 1941 the Govern- 
ment proceeded with its national defense 
program, Then came Pearl Harbor and our 
entry into the war. The year 1942 saw 
the development of the war program and 
the conversion of our domestic economy 
from a peacetime to a wartime basis. The 
banks of the country have been active in 
aiding the Government to make these pro- 
grams effective. 

Although major legislation has been 
required to.implement these programs no 
direct banking legislation of any conse- 
quence has been found necessary as a result 


of the war emergency, due to the strong 
and healthy condition of the banking struc 
ture. oh 

The Committee on Federal Legislation of 
the Association has been active, however, 
both in support of the war effort and in 
opposing legislative proposals which dis- 
criminated against banks or were injurious 
to the monetary and credit structure of the 
country. 

The members of the Committee on Federal 
Legislation are to be complimented on their 
achievements. Mr. A. L..M. Wiggins, First 
Vice President of the Association and 
chairman of the committee, especially 
deserves our sincere appreciation for his 
devotion to the cause of chartered banking. 


The booklet has been sent to all mem- 
bers of the Association and extra copies 
are available at 25c each. 


Iowa Par Payment Bill 


Aided by the sponsorship of the Des 
Moines and other Iowa Associations of 
Credit Men an Iowa par-payment check 
bill has been passed effective July 1, 
1943—the first par-payment bill within 
one state. 

The bill is brief and to the point, and 


reads as follows: 


An Act to provide for the: clearing a 
par of checks drawn on any bank or trust 
company organized under the laws of this 
state and providing for penalties for viola- 
tion thereof. ' 

WHEREAS, the banks of this state vary 
widely in their practice of clearing checks; 
and 

WHEREAS, the rates charged for clear 
ance of checks by different banks differ in 
various localities; and 

WHEREAS, such lack of uniformity in 
charges causes confusion and interferes with 
normal business in the community; there- 
fore, BE IT ENACTED BY THE GEN- 
ERAL ASSEMBLY OF THE STATE OF 
IOWA. FS 

Section 1. Checks drawn on any bank of 
trust company organized under the laws of 
this state shall be cleared at par by the 
bank or trust company on which they att 
drawn. 

This section shall not be applicable where 
checks are sent to banks or trust companies 
as special collection items. 

Section 2. Any officer or employee of aly 
such bank or trust company who violates 
the provisions of this act shall be guilty of 
a misdemeanor and, upon conviction 
shall be fined not less than ten dollars and 
not more than one hundred dollars for each 
such offense. 
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